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ERRATA 
to 


ECONOMIC SURVEY OF EUROPE IN 1955 


Page 100, footnote 43 - For "Tables 1 and 3" read "Tables 45 and 47". 


Page 189, Ist column, line 14 - For "1954-1955" read "1950-1955". 


Ist column, line 26 - For "output of tractors, notably, being about twice as great 
as planned." read “output of tractors in particular being substantially above that 
planned.” 


Page 181, 2nd column, line 4 - For "Table 87" read “Table 86". 


Page 237, Table 113 - Title should read "Index numbers of planned and actual 
changes of national income and gross production during the long-term plans”. 


Page B-5, Table III, Index numbers of import and export unit values for Pa 
commodity groups, column 1955, 3rd qtr., Raw materials, United States - For " 
read "112"; and Manufactures, United States - For ".." read "121". 


Page B-34, Table XXX, 1955 Plau, Agricultural engineering, Tractors - For "81*" 
read” 131". 


Page B-37, Table XXXII, Industrial production in Czechoslovakia, 1955 Actual, 
Mining, Iron ore - For "111.0" read "114. 0"; and 1956 Plan, Chemical Industry, 
Rayon - For "110" read"..". 


Page B-39, Table XXXIV, Industrial production inHungary, 1956 Plan, Engineering, 


Bicycles - For "2.82" read "282"; Light industries, Woollen fabrics and Leather 
footwear - For "27.6" and "13.4" read : 27.6*" and "13. 4*" respectively. 
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PREFATORY NOTE 


The present SuRvey is the ninth in a series of reports prepared each year by the secretariat of the Eco- 
nomic Commission for Europe to serve the needs of the Commission and to help in the task of reporting on 


world economic conditions which the Economic and Social Council of the United Nations has entrusted 
to the Department of Economic and Social affairs. 


A major object of these Surveys, and of the quarterly Economic Bulletins which supplement them, is to 
analyse recent developments in the European economy and tendencies elsewhere which may significantly 
affect the economic framework within which the countries of Europe have to determine their policies. This 
analysis, in the present report, is given in Chapters 1 and 6, dealing respectively with western Europe and with 
eastern Europe and the Soviet Union. 

It has also become the practice in each SURVEY to focus attention on some longer-term issue which is 
yet immediately relevant to governments’ current economic policies. The present time appears particularly 
appropriate for a consideration of the investment problems of both western and eastern European countries. 


In recent years a growing concern has become apparent in western European countries with the problem 
of obtaining a level and pattern of investment which will provide for a satisfactory long-term rate of 
expansion of the economy. As, during 1955, the second consecutive year of rapid economic expansion in 
western Europe revived fears of internal inflation or balance-of-payments difficulties, the measures taken in 
some countries to restrain the expansion have tended to bear particularly heavily on investment, and have 
revealed the possibility of conflict between immediate objectives and longer-term aims. 


In the Soviet Union and eastern Europe the desirability of a high rate of investment is a basic premise 
of economic planning, but in these countries also there has been a great deal of discussion as to the relative 
rates of growth to be sought in the investment and the consumption sectors. In general, the emphasis on 
investment is to be increased in the new five-year plans starting in 1956 as compared with actual experience 
in recent years. 


The present Survey therefore devotes special attention to investment problems and policies, Chapters 2 
to 4 being concerned with western Europe and Chapters 7 and 8 with eastern Europe and the Soviet Union. 
In addition, Appendix A contains a brief discussion of these problems as they appear in Yugoslavia, where 
an attempt is being made to work out solutions in ways different in many respects from those followed in 
either eastern or western Europe. 


A closely related topic—of a long-term nature, yet also of immediate relevance to present-day policies— 
is discussed in Chapter 5, which examines the labour market problems of western Europe against the back- 
ground of the high levels of employment now existing in the majority of the countries of this area. 


In previous years the secretariat has been handicapped in the performance of its tasks by the lack of regu- 
larly published, well-defined statistical series for the countries of eastern Europe. Although to a great extent 
this is still the case—in particular, up-to-date statistics of the international trade of these countries are still 
lacking—the past year has marked a distinct improvement. More statistics on industrial production, agri- 
cultural yields and retail trade have recently been published in Hungary, Poland and eastern Germany. The 
secretariat has, moreover, received hitherto unpublished statistics of investment in Bulgaria, eastern Germany 
and Hungary, and it has benefited during the last year from an opportunity to discuss with Soviet officials 
and economists both the coverage of Soviet statistics and the investment policies of the Soviet Union. These 
facilities have greatly assisted the secretariat in its work on investment problems. 


The Survey is published on the responsibility of the secretariat, and the views expressed in it should not 
be attributed to the Commission or to its member Governments. j 
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SYMBOLS EMPLOYED 


The following symbols have been used throughout this SURVEY: 


= not available or not pertinent 


nil or negligible 


= = revised figure 

* = estimate by the secretariat of the Economic 
Commission for Europe 

x = interruption in the comparability of the series 
or a change in the unit in which the series is 
reported. 


In referring to combinations of years, the use of an oblique stroke—e.gz., 
1954/55—-signifies a 12-month period (say from 1 July 1954 to 30 June 1955). 
The use of a hyphen—e.g., 1953-1955—normally signifies an average of the full 
period of calendar years covered (including the end years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout 
is the metric ton. The definition of “ billion” used throughout is one thousand 
millions. Minor discrepancies in totals and percentages are due to rounding. 


In general, information received up to mid-January i956 has been included 
in the Survey, but in the later chapters, dealing with developments in the 
Soviet Union and eastern Europe, it has been possible to incorporate informa- 
tion received up to mid-February. 


Chapter 1 


RECENT ECONOMIC DEVELOPMENTS IN WESTERN EUROPE 


1. THE CONTINUING EXPANSION 


The year 1955 was the second consecutive year of 
rapid economic expansion in western Europe. The 
10 per cent increase in industrial production between 
1953 and 1954 was practically repeated between 1954 
and 1955, although the speed of the expansion slack- 


ened somewhat in the second half of the year. This 


sustained growth of activity took place without any 
major changes in the price level in western European 
countries. The weighted average of western European 
export prices declined by 2 to 3 per cent from 1953 
to 1954 and increased at about the same rate from 
1954 to 1955, while the cost-of-living indices in most 
countries rose by only 1 to 2 per cent a year or even 
less. 


There are several reasons why this exceedingly 
rapid increase in production could take place without 
any significant rise in prices. In the first place, the 
early stages of the western European expansion after 
the period of slack activity which followed the end 
of the Korean war coincided with a mild recession 
in the United States which caused raw material prices 
to decline.1 Then, during the later stages of the Euro- 
pean upswing, when the recession in the United States 
had changed into a boom, some significant shifts in 
the pattern of consumption and production in western 
Europe helped to preserve the stability of prices, 
because these shifts favoured the use of industrial raw 
materials and semi-manufactures with a high elasticity 
of supply. ~ ; 

It can be seen from Chart 1 that the most sustained 
and rapid rate of increase in output during the last 
three years has occurred in the chemical industries, 
where production is now running at a level more than 
one-third above that of the beginning of 1953. In 
other sectors, the rate of increase of production was 
most pronounced in the consumer-goods industries 
during 1953, but during 1954 the emphasis shifted to 
the investment-goods industries, and this tendency has 
continued even more strongly during 1955. Building 
activity and production in the metal-using industries 
increased very rapidly, while the curve of production 


1 See Economic Survey of Europe in 1954, Chapters 1 and 4. 


in the traditional consumer-goods industries rose more 
slowly—and for textiles actually declined. 


In the chemical, steel and metal-using industries 
considerable investment activity, before as well as 
during the last three years, raised capacity and pro- 
ductivity sufficiently to permit a large expansion of 
output—and in some countries a considerable increase 
in wages—with stable or even declining selling prices. 
Moreover, the supply of labour to these industries 
showed more flexibility than would generally have 
been thought possible in view of ‘the small amount 
of unemployment in many countries when the upswing 
started. 

The commodities mentioned above, for which sup- 
plies could be rapidly expanded as a result of recent 
investment activity, are used predominantly in the 
producer-goods industries. But western Europe 
entered the present upswing with still larger reserves 
of under-employed capacity in the consumer-goods 
industries. The structure of production in western 
Europe adapts itself only very slowly to shifts in 
demand. Inside Europe such shifts have been mainly 
from traditional consumer goods to consumer dur- 
ables, and in production for overseas export markets 
they have been from consumer goods to investment 
goods. Capacity in most consumer-goods industries 
has therefore never been fully utilized in recent years 
in the western European area as a Whole, and even at 
the end of 1955 there was still considerable reserve 
capacity in many industries besides text.les. 

When the recovery started in 1953, food production 
in many western European countries was tending to 
outrun demand. The supply of agricultural products 
could therefore also be increased rapidly as demand 
rose; and it was only in the autumn of 1955 that signs 
of pressure of demand on food supplies were reflected 
in an upward tendency in the prices of butter and beef. 


A noticeable feature of the economic expansion in 
western Europe during the last three years is that it 
has been achieved not only without any significant 
increases in price levels, but also with remarkably little 
deterioration in western Europe’s balance of trade 
with overseas countries. There are two main explana- 
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CHART 1 


Industrial production and foreign trade of western Europe 


Index numbers: first quarter 1953 = 100 
Adjusted for seasonal variations 
(Semi-logarithmic scale) 
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Sources : National statistics and OEEC Statistical Bulletins. Trade figures for the United Kingdom have been adjusted for dock strikes. 


tions : first, there existed, at the start of the period, 
capacity for an all-round increase in output; and, 
secondly, the increase in demand was concentrated, 
after the very early stages, on chemical products, metal 
products and other investment goods—all produced 
mainly from European raw materials. It can be seen 
from Chart I that, until fairly recently, the rise of 
imports from overseas has not been particularly rapid 
by comparison with the course of industrial pro- 
duction. It was only when the spare European capacity 
for production of energy and of materials and equip- 
ment for the investment sector had been brought into 
use that imports from overseas began to rise rapidly ; 
and then, because of the nature of the goods and the 
measures taken to reduce quantitative restrictions on 
dollar imports, the increase mainly affected purchases 
from the United States and other dollar countries. 
The high degree of liberalization reached in trade 
among western European countries contributed, of 
course, both to keeping prices in Europe stable and to 
reducing the need for imports from overseas. The 
numerous pockets of surplus capacity existing in 
western European countries at the beginning of the 
period were gradually brought into use. The French 


and Belgian steel and coal surpluses, the Italian and 
Austrian surplus capacity in the engineering industries 
and the surplus capacity in French agriculture have 
all been increasingly employed. The pursuit of rela- 
tively liberal trade policies also made it possible for 
industries and consumers in other western European 
countries to benefit from the large expansion of indus- 
trial capacity in western Germany resulting from 
investments made in earlier years. The rise of western 
German exports in 1954 by as much as one-quarter 
helped, in its turn, to accelerate the growth of invest- 
ment activity in that country in 1955; it also encour- 
aged a liberal import policy and a continuing rapid 
rise in imports. In the first nine months of 1955 gross 
fixed investment in western Germany accounted for 
some 24 per cent of the gross national product. 


Differences in the expansion in individual countries 


Within the general pattern of western European 
development during the last two years, which has been 
described above, there have been pronounced differ- 
ences in the experiences of individual countries. First 
of all, the rate of increase of industrial production 
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TABLE 1 


Changes in the national product, foreign trade, investment and consumption 


Percentage increase in volume over corresponding period of previous year 


Gross Industrial 
Country Year national ep 
excl, 
А 
| 
United Kingdom ..... 1954 4 8 
3 1955 3 6 
¢ 

IDGNM At K Sette ec, ss 1954 2 9 
1955 у — 

а gids em) 1954 4 6 
1955 3 4 

Sey oe GE 1954 5 5) 
1955 3 5 

mat eee ts Se 1954 8 13 
1955 5 8 

Western Germany 1954 8 12 
1955 ПС 16 

а: Ву. > 1954 10 14 
1955 10¢ 14 

Wetherlands ......°. 1954 5 11 
1955 4 с 8 

Belsiumeses 2 °F Poe. 1954 2 8 
1955 3-4 с 9 

С о lo) io Naas 1954 5 8 
1955 5 8 

И. as Зы 1954 4. 9 
1955 7 8 

WUROSIAVIA-.. с... 1954 11 14 
1955 10 18 


Gross Private Current 
Exports | fixed con- government 
investment | sumption | expenditure 

24 ба 4 —1 
12а 4а 111 4 —2 
21 8 5 3 

—2 11 

14 13 6 4 4 

6 5 4 3 —3 
13 9 12 4 4 
13 7 4 3 3 
29 16 11 96 3 
16 9 11 65 2 
26 24 12 8 6 
22 ibs) 16 9 11 
31 22 31 10 3 
44 12 21¢ 9с 4 < 
26 18 13 5 5 
14 17 Т 
10 9 5 1 — 

8 12 

8 16 9 5 —2 
10 13 9 6 —3 

3 8 6 3 3 

8 13 14 5 

—164 274 15 14 25 

304 64 11 10 3 


Sources : Tables 29 to 42, and national statistics. 


Note. — Data for 1954 refer to the whole year, whereas data for 1955 
refer to as many months as are available (9-12 months). 


@ Derived from official estimate for values of trade as adjusted to eliminate 
the effects of the 1954 dock strike. No similar adjustment has been made 


varied considerably between countries. As can be seen 
from Table 1, it was highest_ in_western Germany, 
Austria and Yugoslavia, a and lowest in the United 
Kingdom and the. ‘Scandinavian-countries, apart from 
Finland. 

Secondly, the rate of growth of investment varied 
from one country to another. In 1954 investment rose 


more rapidly than consumption in all western Euro- 


to figures for the foreign trade of the United Kingdom in later tables of this 
chapter. 

5 Including changes in stocks. 

с Estimates for the whole year 1955 made earlier in the year by national 
authorities or by the OEEC. 

А Current value. 


pean countries, though the difference was only slight 
in the United Kingdom. In 1955 the rate of increase 
in investment in the United Kingdom and Italy speeéded 
up considerably and, as ‘already mentioned, this was 
the case also in western Germany. In many other 
countries it seems that, although investment continued 
to rise, the rate of increase slowed down. Physical 


bottlenecks in materials, capacity and labour in the 


= 


investment sector no doubt contributed to this in some 
cases; but in others the main explanation is to be found 
in restrictive credit policies and other measures 
employed to control the upswing. Particularly in the 
latter half of the year these measures acted as a check 
on the rate of expansion in a number of countries. 
In the Scandinavian countries, where particularly 
severe measures were taken to limit investment,? 
there may not have been much difference in the rates 
at which investment and consumption rose from 1954 
to 1955. In other western European countries, how- 
ever, investment seems to have continued to increase 
considerably move rapidly than consumption.? 

Finally, the development of foreign trade in rela- 
tion to production also showed differences between 
countries. In the majority of western European 
countries the pressure of demand on the internal 
economy increased in 1955, and imports rose much 
faster than industrial production—in many cases two 
to three times as fast. However, exports also increased 
more rapidly than production in most countries. It 
was only in the United Kingdom, Austria, Greece and 
Yugoslavia that the rate of increase of imports was 
more than double that of exports. 

By contrast, the relations between the changes in 
foreign trade and those in industrial production in 
France, Belgium and Italy seem to indicate that there 
was less strain on their economies than on those of 
most other western European countries. In these 
three countries the rise in imports from 1954 to 1955 


2 In Denmark, however, public policy now seems to be 
directed towards avoiding further reductions in investment, and 
the most recent measures have been aimed primarily at restricting 
consumption. See Chapter 3, Sections 1 and 6. 

3 For the countries for which no estimates of total investment 
and consumption in 1955 are available, the partial data in 
Tables 2, 8 and 9 give some information. 


no more than kept pace with the growth of industrial 
production, while exports rose considerably more 
rapidly. The relation between the increase of imports 
and of exports was still more favourable in Denmark, 
but this was a result of a deliberately deflationary 
policy which virtually stopped the rise of industrial 
production. 


The drain on foreign exchange reserves in the 
United Kingdom in the summer of 1955 has conveyed 
the impression that the relation of foreign trade to 
industrial production must have developed more 
unfavourably in the United Kingdom during the 
upswing than elsewhere in western Europe. Table 1 
shows clearly that for imports this is not the case. In 
1954 the increase in imports was exceptionally low, 
and for the last two years as a whole the United 
Kingdom shows a more favourable relationship of 
imports to production than most other western 
European countries. The fact that payments difficul- 
ties nevertheless occurred was partly due to the 
relatively small rise in exports, which lagged behind 
the growth of production;* partly it was due to a 
deterioration of the trade position of the countries of 
the overseas sterling area, and speculative capital 
movements also played a part. 


4 It should be noted, however, that it is only when the correc- 
tions for the effects of the 1954 dock strike recently made by the 
Board of Trade are taken into account that the lagging behind 
of exports in relation to industrial production becomes apparent. 
Without this correction the increase in the volume of exports 
in 1955 would be about 8 per cent: this is higher than the rate 
of increase of production and also higher than the rate of 
increase of exports in 1954 (which would in that case be 4 per 
cent only). The interpretation of the facts depends therefore to 
a considerable extent on the estimate of how large a share of 
exports in January-February 1955 would have been shipped 
in 1954 if there had been no dock strike in October-November 
of that year. 


2. THE INVESTMENT BOOM OF 1955 


The continuation in 1955 of the marked expansion 
of investment which had started in 1954 raised in- 
vestment to extraordinarily high levels in some 
countries, notably western Germany and Austria. In 
others, as for instance the United Kingdom and 
Belgium, investment activity had been so low in the 
previous years that even in 1955 it remained a fairly 
moderate share of the national product.® It was, how- 
ever, not only the level of investment but also the pattern 
which differed widely as between countries. In_the 
majority of countries, it seems_that. the_rates_of_in- 
crease of industrial building and of investment in 


Hg Changes in investment in western European countries are 
discussed further in Chapter 2, Section 2. 


equipment for industry and transport have been much 
more rapid than those of housing or other building 
activity. Statistics, both for industrial orders and for 
building starts, indicate that a large amount of in- 
dustrial investment must have been decided upon and 
started all over western Europe between the autumn 
of 1954 and the summer of 1955. After that time, 
however, the credit restrictions began to limit invest- 
ment activity in some countries. 

The scarcity of factual information makes it im- 
possible at present to evaluate the role which public 
investment has played during 1954 and 1955; but 
public assistance to housing has been reduced nearly 


everywhere, and it is evi statistics in 


Table 2 that, in most countries, a decline in the 
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TABLE 3 


Number of passenger cars and new registrations 


New See 

Serta Ot | Norberg ae ce 
Country : thousand in 1955 of the previous 

inhabitants Thousands year 
in 1954 ease Scena 

| 1954 1955 
ЗЕ въ мае 71 125 29 24 
United Kingdom . 62 533 5 15 ИИ 
Буапсе see 62 449 b 17 17 
Switzerland. . . . 48 60 20 25 
Берат saree 44 29 b 24 15 
INorway ео 32 17 5 19 15 
Western Germany . 28 368 25 26 
ЕЯ бо бо 17 15 19 21 
ау: 16 160 5 2D 21 
JNO бобы 13 45 28 49 


Sources: Annual Bulletin of Transport Statistics for Europe, Economic 
Commission for Europe, Monthly Bulletin of Statistics, United Nations, and 
national statistics. 


а Annual figures estimated on the basis of the available monthly data (January 
to October or November). 


b Total production plus imports minus exports. 


building of dwellings in 1955 helped to make room 
for the increase in other kinds of building activity.® 
Only in two countries, France and Italy, did invest- 
ment activity in 1955 take a course radically different 
from that in the others. The difference lies in the fact 
that housing construction, which in these countries 
had been on much lower levels than elsewhere, in- 
creased considerably in 1955. Nevertheless, in spite 
of increased support from public funds, the building of 
dwellings in France fell very substantially short of the 
target of 250,000 new dwellings set by the Govern- 
ment. This was partly due to deficiencies in the 
structure of the building industry, but it was also 
partly accounted for by the appearance of some signs 
of saturation in the market for the more expensive 
types of dwellings. The striking contrast between 
France and Italy, on the one hand, and the other 
western European countries is not limited to housing 
alone. In the field of non-residential building the 
upswing in activity in these two countries, and per- 
haps also in Belgium, seems to have been much less 
pronounced than elsewhere. 


$ The building statistics manifest certain irregularities which 
make their interpretation difficult. Figures for building starts 
may, however, be a better indicator of building activity than 
those of completions. A decline in the figures for buildings 
started can be taken to presage a real decline in building activity, 
whereas a decline in the numbers completed may result from an 
unduly large number of starts, in an earlier period, so that there 
is insufficient labour or materials (or even financial means) to 
bring them to completion within the time normally required. 


The information about investment in equipment 
in 1955 is very poor because the only available in- 
dicator, in the absence of data on the national 
accounts, is the home supply of metal products. This 
includes both durable consumer goods (including 
motor-cars) and military equipment, as well as 
supplies for domestic investment. Moreover, home 
market purchases of passenger cars in recent years 
have been extremely large. As can be seen from 
Table 3, the gross addition to the stock of cars has 
been of the order of 20 to 25 per cent-a-year in most 
countries. These large purchases of passenger cars 
blur the picture of investment in equipment, even for 
countries where national accounts data are available, 
because in these calculations passenger cars are 
distributed between investment and consumption in 
a rather arbitrary fashion. In Table 2 the figures for 
home supply of metal products are given both includ- 
ing and excluding passenger cars, but unfortunately 
it is possible to exclude other consumer durables only 
in a very few cases. However, the figures for retail 
sales of electric appliances show in most cases a lower 
rate of increase in 1955 than do total home market 
supplies of metal products. It seems, therefore, that 
the inclusion of consumer durables may in fact not 
impart any upward bias to the figures of total 
supplies of metal products, and that these can be 
taken as broad indicators of the changes in investment 
in equipment. The only exception to this statement 
seems to be France, where sales of consumer durables 
have increased much more than investment in equip- 
ment (as derived from national accounts figures). 


The upswing in investment in equipment seems to 
have been particularly pronounced in the United 
Kingdom, western Germany and the Netherlands— 
an impression also conveyed by the figures for in- 
dustrial building. The effects of the restrictive policies 
in the Scandinavian countries are clearly visible; but 
it seems that investment in productive equipment has 
fared better than purchases of passenger cars, for 
which particularly restrictive measures were put into 
operation. In western Germany and the Netherlands 
there has been some increase in military expenditure 
(Table 4); but in the United Kingdom, the Scandina- 
vian countries and Switzerland changes in military 
expenditure seem to have been small, and production 
for off-shore programmes is of relatively minor im- 
portance. It is unlikely, therefore, that changes in 
supplies of military equipment have significantly 
distorted the figures as indicators of investment in 
productive equipment. 


In Italy and Belgium, as well as in France, off-shore 
orders have, on the other hand, contributed substan- 
tially to the increased activity in the engineering 


cacy feted 


TABLE 4 


Defence expenditure and receipts from off-shore deliveries 


Millions of dollars and percentages 


Defence expenditure 


Receipts from off-shore deliveries а 


Countries Millions of dollars at official 


exchange rates 


19536 19545 19555 


United Kingdom 
Репа. 


Western Germany... . 
Switzerland... . =... 


о... 
Other western Europe 


Total western Europe. . 


Sources and methods : See Appendix С. 


а Payments by the United States on contracts for the supply of defence 
materials and equipment. 


5 Data for the United Kingdom, Denmark, Sweden, western Germany and 
Italy refer to fiscal years. 


industries. In France, however, the cessation of the 
war in Indochina in the summer of 1954 caused such 
a big decline in deliveries of military equipment that 
total deliveries of equipment to the public sector 
declined by 12 per cent from 1953 to 1954, and by a 
further 18 per cent from 1954 to 1955. This occurred 
in spite of increasing deliveries of equipment to North 
Africa in 1955. It explains the fact that investment in 
productive equipment could increase 6 per cent a 
year, and consumption of durables about 15 per cent 
a year during the upswing although total supplies of 
metal products rose less than in nearly all other 
countries. 

In spite of all the reservations as to the validity of 
the figures for investment in equipment it seems fairly 
clear that, except in the Scandinavian countries, there 
has been no slowing down but rather an acceleration 
in 1955 as compared with the previous year. 


The supply of materials to the investment-goods sector 


The variations in the rate of expansion between 
branches of activity, as well as between countries, 
contributed to a relatively smooth flow of production 


Percentage Percentage 
of gross Millions of dollars of total 
national product оао 
output 
1955 1953 1954 1955 1955 
8 1 
4 
2) 
4 — 
3 aA 
6 1 
4 6 
7 5 
3 6 


с Forecast. Actual expenditure in the previous year fell short of the forecast 
by 9% in the United Kingdom, by 7% in Denmark, by 9% in Switzerland, 
while it exceeded the forecast by 2% in Sweden. 

4 Official estimate based on expenditure for the period April-September 1955. 


in 1955, with few bottlenecks of a serious nature in 
either materials or labour supply. Price increases in 
the investment sector were therefore generally quite 
moderate. The falling off of housing activity made it 
possible to reach the end of the building season 
without serious shortages of materials and, in many 
cases, with larger stocks than in the year before 
(Table 2). 


In the spring of 1955 order books for steel lengthened 
to such an extent that many steelworks refused to 
accept any additional orders and there were fears that 
a serious steel shortage might develop. The enormous 
increase in production in the western German metal- 
using industry, by nearly 50 per cent in two years, 
raised western German steel imports (mainly from 
the other countries inside the European Coal and 
Steel Community) to very large amounts in spite of the 
rapid increase in domestic steel production. It can be 
seen from Chart 2 that westerp_Germany relies upon 
steel imports much more than the United Kingdom 
and that, partly by i increasing imports 1 more г e rapidly, it 
has achieved a much ch faster ster growth of its supplies of 
metal products both for ‘the home market and for 
export. The basis for the rapid expansion of the 
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CHART 2 — Supplies to the home market, imports, exports and production of metal products, steel and energy 
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western European steel-consuming industries in the 
last two years was the large surplus of steel-making 
capacity available at the beginning of the period in 
France and Belgium. In spite of the large quantities 
purchased by western Germany, other Continental 
European countries have been able to increase not 
only their imports of steel but even their stocks. 
Compared with the big expansion in steel consump- 
tion made possible by the increased intra-European 
trade, the supplies obtained from outside (mainly from 
the United States) were of moderate size. 


In the 12 months ending in October 1955, western 
Germany produced 15.8 million tons of finished steel, 
the United Kingdom 15.7 and France 11.6 (of which 
2.3 in the Saar); but their apparent consumption 7 
was 15.9, 14.5 and 7.5 million tons respectively. The 
heavy dependence on exports of the French and Bel- 
gian steel industries has made them the main expo- 
nents inside the European Coal and Steel Community 
of a restrictive attitude to expansion of capacity. 
The western German producers take the opposite line 
and plan to expand their steel capacity by a further 
.15 to 20 per cent in the next two years. This may be 
in the well-considered interest of France itself; the 
prospects of a less easy market for direct steel exports 
may induce French business circles affiliated with 
the steel industry to take a positive interest in 
expanding the capacity of French steel-consuming 
industries. 


While steel output proved able to respond to the 
increasing demand during the upswing, this was not 
true of coal production. A 2 per cent increase in hard 
coal production on the Continent from 1954 to 1955 
was partly counterbalanced by a 1 per cent decline in 
British production. The main reason for the inflexi- 
bility of European coal output was the usual difficulty 
in recruiting labour for underground work when there 
is easy access to more pleasant jobs. On the Continent 
productivity increases in the mines made it possible 
to increase total output in spite of a decline in the 
number of miners, but in the United Kingdom both 
numbers and productivity declined (Table 5). Nearly 
the whole of the increased demand for energy caused 


by the over-all growth of activity had, therefore, to be 
met by substitution of other fuels for coal and by 
‘increased coal imports from the United States and 
eastern Europe. In the first year of the upswing the 
substitution of fuel oil for coal was the most important 
factor ; but in 1955 about two-fifths of the increase in 
energy consumption was accounted for by imports of 
coal from the United States. At the end of 1955 these 


imports were approaching the peak level of the boom 


7 Production plus imports minus exports. 


TABLE 5 


Output per man-hour in selected western European 
countries 


Percentage increase over corresponding period of previous 


year 
United | Western F Ital 
Kingdom | Germany See am 
Industry о РАТИ | SS 
1954 1955 | 1954 1955 | 1954 1955 | 1954 1955 
Metal-using . . 4 7 ТОО 2 4 
559 ав% 2 1 3 4 8 6 4 1 
Total manufac- 
Curing pees 4 3 5 6 74» 6 7= 39 
Coal mining. . 3 —2 Za PKK Sila 6 


Sources : National statistics. 


Norte. — For western Germany the comparisons are between the third 
quarter of each year, and for the United Kingdom and Italy the second quarters 
are compared. For France, comparisons relate to annual index numbers 
communicated by the Ministry of Finance. In the case of coal mining, the 
figures relate to output per man-shift in the third quarter throughout. 


associated with the Korean war, with the result that 
freight rates have likewise been rising very fast. 


Over the last two years fuel oil consumption in 
western Europe has expanded by not less than 40 per 
cent. Prospecting for oil has been taking расе on a 
large scale in several western European countries, 
and considerable deposits of both natural gas and oil 
have been discovered in Italy and France. In the non- 
coal-producing countries of western Europe the substi- 
tution of other kinds of fuel for coal has already gone 
very far: in Italy and Sweden, for instance, only about 
one-third of energy consumption is now accounted 
for by solid fuels (Chart 2).8 In the major coal- 
producing countries, on the other hand, the shift of 
consumption from coal to other sources of energy is 
still at an early stage. 


In spite of a rapid increase in consumption of fuel 
oil in the last two years, coal still accounts for about 
90 per cent of energy consumption in the United-King- 
dom and western Germany. In times when coal- 
fields were the most important localization factor for 
industry, their large coal deposits were the basis of the 
strength of the British and German economies; but 
the point now seems to be approaching when it may be 
a disadvantage for an industrialized country—at 


в Hydro-electricity has been converted to coal equivalent on 
the basis of its calorific value. If it had been converted on the 
basis of the amount of coal required to generate an equivalent 
quantity of thermal electricity, the share of solid fuels in these 
countries’ energy consumption would have been even smaller. 
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least in western Europe—to be relatively more de- 
pendent on coal as a fuel for its industries than are 
its competitors in world markets. 


Since the seams in western European coalfields are 
too narrow to permit full mechanization, and the 
disinclination of labour for underground work is 
becoming more and more pronounced, costs_of coal 
production may be expected to continue to rise faster 
than costs of production of other types of fuel. The 
resultant increases in production costs—or, alter- 
natively, the costs of converting plant to use other 
types of fuel—will bear most heavily on those coun- 
tries which are at present relatively most dependent 
on coal as compared with fuel oil or hydro power. 
Their relative disadvantage will be increased to the 
extent that their production and exports are concen- 
trated on industries in which fuel and power account 
for a large share of total production costs. 


The raising of coal prices by 18 per cent in July 1955 
reduced the traditional advantage of British industry 
in having cheaper fuel than its competitors, although 
coal prices also rose—but more moderately—else- 
where. The result of this step may be to induce more 
economy in the utilization of coal and it may also 
encourage substitution of fuel oil for coal. 


The elaboration of a fuel policy—and in particular 
a pricing policy—which takes full account of probable 
future trends in the relative costs of producing energy 
from different sources should probably be regarded as 
a matter of urgency by the coal-producing countries. 
The question arises whether it might be in the long- 
run interest of these countries positively to encourage 
the substitution of other types of fuel for coal, espe- 
cially for industrial use. From this point of view the 
increase in coal prices in the United Kingdom was 
probably desirable, quite apart from its effects on the 
finances of the National Coal Board. 


The elaboration of a programme of atomic energy 
production in the United Kingdom was another step 
on the long and costly road towards reducing the over- 
whelming dependence of the British economy on coal. 
Although these problems were under discussion also 
in western Germany, no final decision seems as yet 
to have been taken concerning either oil policy or 
production of atomic power. In France, where a 
large share of energy consumption has already shifted 
to hydro-power and oil, a step backwards was taken 
in 1955 by an agreement limiting to the 1954 level sales 
of fuel oil in the home market. The object was to 
reduce the large pit-head stocks of low grade coal. 
In fact, consumption of fuel oil in 1955 seems to have 
been somewhat higher than was foreseen in the agree- 
ment. 


The supply of labour for the increased investment 
activity 


In western Germany and Austria, where the expan- 
sion has been most marked, it was facilitated by a 
growing labour supply. Demographic changes (which 
will be discussed in a later chapter °) caused large net 
additions to the total labour force ; employment of 
women increased considerably, and there was con- 
tinued net immigration into western Germany. In 
both countries, moreover, unemployment had been 
large at the beginning of the period. It was possible, 
therefore, to increase employment in the metal-using 
industries of both countries by 15 to 20 per cent and 
employment in building by 12 per cent in two years 
(Table 6). Unemployment in these sectors declined 
to low levels in the season when it normally reaches a 
minimum, but in other sectors, such as textiles, it 
continued to be high. 


In the other western European countries net addi- 
tions to the labour force were much smaller, although 
in some cases an increasing number of women entered 
the labour market. The fairly large expansion which 
nevertheless took place in employment in the metal- 
using industries was made possible by the transfer 
of people previously employed elsewhere. This is 
reflected in the fact that employment in textiles, 
coal-mining and agriculture declined considerably. 
The figures for Norway and Sweden in Table 6 
provide an interesting example of this transfer of 
labour. Employment in textiles has fallen by 8 per cent 
in Norway and 11 per cent in Sweden during the last 
two years, but unemployment in textiles continued 
to be practically non-existent in Norway and only 
1 to 2 per cent in Sweden. 


The information available about the length of 
working hours in the countries shown in Table 7 
suggests that only a very small part of the growing 
demand for labour in western Europe has been met 
by more overtime work. Working hours were already 
long in the building industry in 1953, and in the 
metal-using industries they have been lengthened 
since then by no more than, at most, one hour a week 
in these countries. The textile industries seem 
generally to be working shorter hours than other 
industries, and to have reduced them further in 1955. 


The appearance of local labour shortages in 1955 
led to some increase in labour movements across 
European frontiers. For instance, increasing numbers 
of Danes and Finns found employment in Sweden, 
and increasing numbers of Italians and western 
Germans in Switzerland. It was, however, only in 


® See Chapter 5, Section 2. 


ees toe 


TABLE 6 


Changes in employment and unemployment in selected western European countries 


= ~ > 
М>) [= > = з ' 1 
Activity 8 Е 3 Е = 3 Е Е 5 8 s 5 5 Е 3 > 2 s 
= = [2] 6 3 = а ыы oo 3 р: 5 
аи СА =. A # $ И ciate eres =. 
Employment 2 
Percentage increases over the corresponding period of the previous year 
Metal-using industry . | 1954 3 14 5 2 8 4 1 8 1 1 3 16 
1955 5 5 4 4 11 10 7 6 5 3 4 12 
Textile industry ... | 1954 4 = =) =6 2 2 3 =) | =3 16 
1955 —3 -И —6 —5 5 3 1 — —2 —5 —6 16 
Coal mining .... | 1954 —1 д ape as —1 ee p ae —4 —4 ae 13 
1955 —1 ae bs Bie — я a ae —3 —4 ee 10 
Total industry .... | 1954 3 4 2 1 5 4 2 4 — — 1 16 
1955 3 — 2 2, 7 й 5 3 1 — 1 13 
Bulding industry . . . | 1954 1 1 4 7 7 2 5 ae 3 6 11 
1955 1 рии —3 Es, 5 10 5 se 3 1 4 
Agriculturec so. ., | 1954 —3 —2 —9 Ey —3 —3 
1955 —4 —6 —10 г —3 —6 
Total of all activities . | 1954 я ip 2 3 5 Ss ae a 1 — 
1955 1 нс. 2 28 5 1 
Unemployment с in the normally lowest month of each year 
Га Percentages of wage- and salary-earners 4 
Metal-using industry . | 1953 1.0 3:7 0.3 1.6 3.0 Ea Ae 1.4 6.8 0.7 
1954 0.7 1.5 0.1 1.4 1.9 2.9 nee 0.7) 4.7 0.6 
1955 0.5 oa) 0.1 1.1 0.7 2.0 es 0.5 3:1 0.4 
Textile industry ... | 1953 0.8 35 0.3 ital 8.1 ree he 0.7 11.4 1.0 
1954 0.6 2.4 0.2 Ри 8.4 6.4 ae 0.4 9.3 162 
1955 0.6 6.6 0.2 NES} 4.8 4.8 ры 0.2 8.7 1.4 
Totalindustry . : =. . | 1953 0.9 3.9 0.3 1.4 6.4 Re 0.1 1.0 8.9 1.0 14.7 
1954 0.7 2.5 0.1 1.3 5.0 3.8 0.1 0.5 6.1 1.0 14.1 
1955 0.6 3.4 0.2 1.0 2.6 Dail — 0.3 4.6 0.9 14.3 
Building industry. . . | 1953 2.0 4.1 0.7 phi 5.6 2 0.1 2.3 8.9 0.7 
1954 1.6 3.6 0.6 17 2.9 0.1 1.8 6.3 0.6 
1955 ie?! 5.8 0.7 1.9 1.1 1.5 — 0 4.5 0.4 
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Total of all activities . | 1953 1.1 4.1 0.4 155 5 os , г Е 
1954 0.9 81 0.3 1.4 4.8 4.2 0.1 1.4 5.8 ea! 10.4 4 
1.4 7271 3.0 — 1.0 4.4 1.0 10.3 А 


Sources : See Appendix С. а Industry in Denmark: man-hours worked. 


Note. — Employment data for 1954 refer to the whole year; for 1955 b Hired male labour in the summer of each year. 
they refer to as many months as are available (9-10 months). The data shown с Austria: applicants for work; France: unsatisfied applicants for work. 


i countries; : 
for CS aa nineteen 3 ие. НЯ 4 Denmark and Sweden: unemployment as a percentage of workers insured 
11 some Cases 1 5 ; У against unemployment; Italy: percentage of total occupied population. 


tional groups, 


Switzerland that this immigration was of considerable 
size in relation to the national labour force. The 
boom in the building and metal-using industries raised 
the number of foreigners employed in Switzerland i in 
the summer of 1955 to about 270,000, or 10 per cent 
of the total labour force. 

The special character of the upswing in France, 
Belgium and Italy is reflected in the employment 
figures. These three countries were the only ones 
where industrial employment failed to increase 
significantly over the two years. While in France the 
growth in employment in building matches that in 
western Germany and Austria, the rate of increase 
of employment in the French engineering industries 
seems to be the lowest in western Europe. Belgian 
unemployment continues to be fairly high, and in 
Italy the expansion has caused no reduction in unem- 
ployment although working hours have been shortened 
in order to bring more workers into the factories.!° 
In Denmark the deflationary policy has caused an 
increase in unemployment. 

There has been a tendency in many countries in 
recent years to consider a large share of the unem- 


10 A Jaw forbidding overtime work except under special 
circumstances was passed by Parliament towards the end of 1955. 
11 Tt should be noted that the figures in Table 6 show unem- 
ployment rates in what is normally the best season of the year. 
The problem of seasonal unemployment is discussed in Chapter 5. 
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ployed as “unemployable” or at least as being of 
very low capacity. With the absorption of many of 
these people into the labour force and, in addition, 
the transfer into the expanding industries of large 
numbers of workers from other industries requiring 
very different skills, it might have been expected that 
labour productivity would hardly develop favourably. 
However, there are no signs of unfavourable develop- 
ments in the available information about output per 

man-hour which is brought together in Tables 5 and 8. 
The increases in output рег. manhour during the 
upswing have been very impressive 1 in most countries,?” 
and it can be seen—by comparison of these with the 
employment figures in Tables 6 and 7—that in most 
countries increases in output рег man contributed 
more to the rise in_production_than did growing 
employment. ‘The improvements in output per man- 
hour in the metal-using industries helped to keep 
prices of capital goods fairly stable, in spite of the 
increases in metal prices and in wages, and permitted 
price reductions for many durable consumer goods. 


12 However, the very high rates of increase in Italy in output 
per man-hour in industries other than the metal-using industries 
and textiles (which can be derived from the figures given in 
Table 5) are probably due, to a large extent, to structural 
changes in Italian industry. The growth of Italian industry in 
recent years has mainly taken place in such very capital- 
intensive branches as energy, steel and chemicals. 


TABLE 7 


Average hours worked per week in selected western European countries 


United Kingdom | 


1953 


1954 


Metal-using 0220040 uk. tat 46.5 47.0 47.3 
Ех ел, Sone RS bag Reet 44.7 44.7 44.4 
Total manufacturing ...... 45.7 46.1 46.3 
Building and construction. . . . 48.6 48.8 49.6 


1955 


Finland 


Western Germany 


1953 1954 1955 1953 1954 1955 


46.0 45.6 45.1. 48.8 49.6 49.7 
45.1 45.0 45.2 46.8 46.5 46.4 


45.0 45.1 45.0 48.6 49.0 49.0 
aa 49.0 49.2 49.3 


м— MN$ c-r oa 


Switzerland 
Industry 


1953 1954 1955 


с. 


Metal-using hee. ee es ыы 48.1 48.2 48.2 
STextiles ey И а eee A 47.7 47.6 
Total manufacturing ...... 47.7 47.7 47.7 
Building and construction. . . . 49.8 50.0 49.9 


France Italy а 
1953 1954 1955 1953 1954 1955 5 
45.8 46.4 46.6 46.1 45.6 45.0 
42.1 42.6 41.5 39.3 40.4 36.0 


44.4 44.8 44.9 43.6 43.5 42.2 
47.7 48.1 48.5 ye 0 


— 


Sources : National statistics. 


Note. — The data refer to a week or month in the second or third quarter of each year. 


@ Derived from data on hours worked per month. 


Ь End of first quarter. 


3. CHANGES IN INCOME AND CONSUMPTION 


The development of wages and prices 


The rapid industrial upswing raised money earnings 
in industry considerably. In most countries the increase 
in earnings over the last two years amounted to between 
8 and 15 per cent, but in Finland, Belgium and Switzer- 
land the increase was considerably smaller. The chan ges 

‚ Ш money earnings are shown in Table 8 together 
with changes in output per manhour and a number 
of other related data. Some of the statistical series 
on which this table is based are very imperfect, and 
in many cases the percentage increases shown repre- 
sent orders of magnitude only, but nevertheless it 
seems possible to draw certain tentative conclusions. 


The table is arranged from left to right in descend- 
ing order of the rate of increase in money earnings 
in 1955; and the next two lines, containing informa- 
tion about output per man-hour, show that differences 
between countries in the rate at which money earn- 
ings in industry have increased during the_upswing 
have borne very little relation to differences in rates of 
increase of output per man-hour. Most of the countries 
which show a high rate of increase of output per 
manhour are found not on the left-hand but on the 
right-hand side of the table. 


Money earnings increased most rapidly in France, 
the Netherlands, the United Kingdom, Sweden and 


TABLE 8 


Earnings, output per man-hour, prices and consumption 


Percentage increase over previous year 


1 3 о Kg 
ga 2 25 
[72] om 
> Gee, 
Money earnings per hour 1954 7a Wilh 
in industry 1955 да 8 
Output per man-hour in 1954 —2 a 6 
industry 1955 4 7 5 
Wholesale prices of industrial 1954 4 —3 2 
goods 8 1955 — 3 
Retail prices of industrial 1954 —2 — 2 
goods 54 1955 6 — — 
Яро о Я 1954 —2 4 
1955 13 1 2 
Real earnings per hour 1954 94 a 7 
in industry 1955 Ts) 
Industrial wagebill in real 1954 264 Sie ll 
terms © 1955 ЗАО 
Total wagebill in real terms/. | 1954 м9 
1955 6 
Volume of private consumption | 1954 14 5 5) 
1955 10 6 iT 
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5 11 
4 4 8 3 5 10 9 1 
3 3 9 5 9 6 


Sources : National statistics. 


Note. — The countries are listed in order of the rate of increase of money 
earnings in 1955. Owing to differences in the coverage of the series used, many 
of the figures represent orders of magnitude only, and no conclusions can be 
drawn from minor divergencies between the series or between countries. Data 
for 1954 r.fer to the whole year, whereas data for 1955 refer to as many months 
as are available (normally 9-11 months). The percentage increases for 1955 
are based either on corresponding months of 1954 or on the whole year 1954, 
depending on the nature of the series (seasonal or not). In cases where no 
data were available for the number of hours worked per week, it was assumed 

that the number increased by one-half per cent a year in 1954 and remained 
constant in 1955. (As can be seen from Table 7, this was generally the case 


4" 


in those countries for which statistics of average hours worked per week are 

available.) 

@ Based on wage rates. 

6 Excluding manufactured food. 

с Unit values of exports of industrial manufactures. 

d Series entering into cost-of-living indices; in some cases textiles only are 
covered. 

€ Based on industrial employment and hourly earnings, deflated by the 
cost-of-living index. 
Based on national accounts data, deflated by the cost-of-living index. 
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Norway, reflecting mainly the greater strength of the 
trade unions and the tighter supply situation on the 
labour markets in these countries. However, output 
per manhour increased less rapidly than elsewhere in 
all these countries, apart from France, mainly because 
their industrial capacity was more fully utilized at the 
start of the period. In this group of countries, therefore, 
the increase in money earnings seems to have run 
ahead of the increase in output per man-hour, while 
this has apparently not been the case elsewhere in 
western Europe. In western Germany, Italy, Finland, 
Belgium and probably Switzerland the increase in 
money earnings seems to have lagged considerably 
behind the increase in output per man-hour between 
1953 and 1954, and it is doubtful if the gap was closed 
between 1954 and 1955: it certainly did not close in 
Belgium. 

It might be expected that such very marked differ- 
ences in the movements of money earnings in relation 
to output per manhour would cause divergent move- 
ments of prices of industrial manufactures in the two 
groups of countries. The indices for wholesale prices 
of industrial manufactures shown in the table reflect 
these differences to some extent, since the upward 
tendency is more pronounced in the first group of 
countries than in the second; but there are hardly any 
differences in the movements of the retail price indices 
shown in the table. In all countries except Finland, 
Denmark and Yugoslavia, retail prices of industrial 
manufactures remained remarkably stable during the 
whole of the upswing, and this was true both of those 
countries where money earnings ran considerably 
ahead of industrial productivity and of those where 
they lagged behind. It must be stressed, however, 
that differences in the composition of the price series 
and their limited coverage make it somewhat hazar- 
dous to draw conclusions from their behaviour. 


In spite of the relative stability of retail prices of 
industrial manufactures, there was a general upward 
tendency in cost-of-living indices. This was caused 
mainly by increases in prices in the sectors of the 
economy, such as services, agriculture and coal- 
mining, where productivity improved less rapidly than 
in manufacturing industry, but where wages never- 


theless increased. In a number of countries, however, 
a substantial part of the rise in the cost of living 
resulted from changes in government policy. In the 
United Kingdom and Denmark, reductions in food 
subsidies and increases in turnover taxes contributed 
to the rise, and, in nearly all countries, rent increases 
that were authorized for older dwellings had the same 


18 In Denmark, prices rose partly as a result of an increase in 
turnover taxes; in Finland, prices fell as a result of a reduction 
in turnover taxes. 


effect. In some of the countries where the cost of 
living did not increase at all, this was partly due to 
tax reductions and changes in subsidies. The Govern- 
ments of Finland, France, the Netherlands and 
western Germany all limited increases in the cost of 
living by reducing turnover taxes or prices charged for 
public services. The most rapid increases in the cost 
of living occurred in the southern European countries, 
where food prices rose considerably after bad harvests 
in 1954. The cost-of-living index rose 13 per cent in 
Yugoslavia, 7 per cent in Turkey, 6 per cent in Greece 
and 3 per cent in Italy. 

Apart from the southern European countries, the 
United Kingdom and Denmark, the rise in the cost- 
of-living indices from 1954 to 1955 nowhere exceeded 
2 per cent. But in the United Kingdom real wages 
nevertheless rose significantly. In general, therefore, 


the wage earners got “nearly the full advantage of the 


rise in money earnings. The result of this was that real 
wages, with few exceptions, advanced most in the 
countries where there seemed to be least room for 
wage increases. Ss 


Changes in the volume and pattern of consumption 


It was mainly differences in the balance-of-pay- 
ments situation which induced governments, with the 
common aim of keeping the expansion under control, 
to use the contrasting measures already mentioned 
above. In the United Kingdom, Denmark, Norway, 
and—in a lesser degree—Sweden, the upswing caused 
balance-of-payments difficulties; and these countries 
were also among those where the rise in money 
earnings in industry exceeded the rise in output per 
man. It was therefore deemed necessary to restrict 
consumption by raising taxes and rents or reducing 
subsidies, in spite of the adverse effect of such 
measures on the level of prices. The policies adopted 
in these countries differed mainly with respect to 
timing. In Denmark, the first steps towards a policy 
of restricting consumption were taken in the summer 
of 1954; Sweden and Norway began to apply re- 
straints in the winter, and later the United Kingdom 
followed the same course. Tables 8 and 9 therefore 
show the effects of these policies much more clearly 
for Denmark than for the other countries mentioned. 

The other industrialized western European countries, 
in which the balance-of-payments situation is much 
more comfortable, could afford to overcome bottle- 
necks by deliberately increasing imports, and to seek 
to keep prices down by reducing tariffs and turnover 
taxes and by other measures which necessarily tended 
to raise consumption. 

The figures for changes i in the total industrial wage 
bill at constant prices shown in Table 8 are Subject 


TABLE 9 


Consumption and retail sales of selected commodities 


Percentage increase over corresponding period of previous year 
Changes in volume, except for figures in italics, which represent changes in value 


United | 
Kingdom Denmark | Norway | Sweden ae ae | Austria Switzer- | Nether- | France 
| land lands 

1954 1955 | 1954 1955 | 1954 1955 | 1954 1955 | 1954 1955 | 1954 1955 | 1954 1955 | 1954 1955 1954 1955 
Food а 
Tobacco . a 2 1 2 — 2 1 р в ТОО. 10 1 1 3 
Clothing. . АЙ Spas 1 —3 р ИТ 5 9 ch им Poet | 
Househoid textiles .....{ 8 5 2 er af | 5 Е or 
Furniture Il 7 —4 10 7 Я? 8 13 19 Ee ee И ei 
Hardware ..... : 14 12 \ 8 2 м И 7-14 ch tis) WE) Pal JER IEA SHE Til I 
Electric appliances .... . 9.10] ne 5% OQ ie: OP EEN CEE VIE? HS 
ое За ее aan |. о. 3 —4 a & 3 2 7 9 Oe tl 4 6 бт 
Motor-cycles and scooters а. | .. oo Mee ПО —16 —24 18 19—24 —13 Е Ol 
Раззевоег сага ...... 39 314 38 23 64 —11 | 66 1 24 30: |142 115 Те: 15 8 
Total private consumption. . 4 4 5 As 4, 3 8 9 10 9 УТ Samo 


Sources : National statistics and Table I. 


Nore. — Data for 1954 refer to the whole year ; for 1955 they refer to as many months as are available, normally 10-11. 


@ Based on numbers of new registrations or available supplies. 


to a considerable margin of error because of the 
differences in coverage of the series from which they 
have been calculated. It seems, nevertheless, that there 
is a significant tendency, at least in the countries in 
the left-hand side of the table, for the industrial wage 
bill in constant prices to increase faster than the total 
wage bill and considerably faster than total consump- 
tion. The fact that the industrial wage bill rose faster 
than the total wage bill in part reflects the transfer 
of labour from other sectors to industry, mentioned 
in the previous section; but it is also highly probable 
that wages in industry have run ahead of wages in 
some other branches of the economy, in particular 
those~of civil servants. Unfortunately, the lack of 
recent statistical information about incomes of non- 
wage earners makes it impossible to draw any con- 
clusions about the divergencies in the movements of 
the total real wage bill and the total volume of con- 


sumption. 


The present upswing in western Europe has often 
been described as a boom in durable consumers’ goods, 
because the expansion in consumption of these goods 
in all countries was faster than the growth either of 
total consumption or of total retail sales. It is, how- 
ever, apparent from Table 9 that the concentration 
of the increase in demand on consumers” durable 


———- a 


goods was much more pronounced in countries where 
the rise in incomes accrued mainly to those already 
employed and {0 profits, than in the countries where 
a large share of the increase in incomes accrued to 
workers not previously employed.4 In western 
Germany and Austria, where industrial employment 
increased by 7 per cent, the increases in consumption 
of food, tobacco and clothing were very large, although 
still not quite as large as the increases in consumption 
of consumer durables: in the Netherlands consump- 
tion of clothing rose considerably. 


The influence of the economic policy measures 
mentioned above is apparent in the table: first of 
all, the effects of restrictions imposed on purchases 
of passenger cars in the Scandinavian countries; 
secondly, the influence of the divergent trends of 
house-building on sales of furniture and household 
textiles, and lastly, the cutting back of consumption in 
Denmark and a slowing down of its rate of increase 
in Sweden and the United Kingdom. In the case of 
the United Kingdom this was partly, but not exclu- 
sively, due to the restrictions on hire purchase sales. 


The large expansion in sales of cars and other con- 
sumer durables has been greatly assisted by the 


14 Changes in employment are shown in Table 6. 
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TABLE 10 


Hire purchase sales of durable goods and instalment credits outstanding 


A: Hire purchase sales of commodity group as percentage of total sales of commodity group 
B: Hire purchase sales of commodity group as percentage of total hire purchase sales 


United Western - : Ital United Canada 
Kingdom Germany Austria Belgium France y States 
1954 1953 1953 1955 1954 1955 1955 1955 
A BS A B A B Bac A A A 
I. Hire purchase sales : 
Textiles and clothing. . .. . ve 2 3 Ving 9 18 с 6 A 15 
IBurniture yey о eae 70-80 34 39 13 50 an es 48 
Electric appliances. ..... ee 4 10 Il 27 Е в 23 
Of which : Vacuum cleaners . ae be es а Hie - 58 67 
ВАО, о. 50 21 8 335 150-6021 eo bs 
Television sets. . 66 м ыы Ме и 
Other household equipment. . x 9 2 a 5 104 13а 9 
Ве yn kee ene ae es ae 2 33 2е at 
39 6 
Motor-cyclesitenn saree) ee x =i 19 29 50 As 27 
Passenger сага. и. - 15 28 a By 70-80 34 67 70 65 
Commercial vehicles .... . 17 as 24 Bes 20-30 16 i 
Ве ох ое ПН о — Bh 6 Be 20 A 12 19 
Total hire purchase sales as per- 
centage of total private con- 
Myo Ges юм 5 3.7 3.0 2:3 is 3.0 8.0 7.0 
Il. Total instalment credits out- 
standing : 
As percentage of national 
incomes = 4 Gla a we. РЕЯ 1.7 1.8 1:5 0.9 с ae 5:3 4.3 
Percentage increase 
1953-1954 м. 30-40 i, 25 oe a se —1 — 
Percentage increase 
1954-1955; 25 ie. а a 21 Se 21 40¢ ab 23 5 


Sources : See Appendix С. 5 The distribution by commodity group refers to specialized credit institut 
only. 

¢ Figures refer to banks and specialized institutions only. 

d All household equipment including electric appliances. 

€ Including sewing-machines and typewriters. 


Figures refer to 1954, except for Austria, where they refer to 1953. 


Note. — Figures indicate, in many cases, orders of magnitude and are 
comparable as between countries only within very wide margins. Housing 
loans, personal loans and book credits have been excluded throughout. 


@ Hire purchase debt outstanding for commodity group as percentage of total 
hire purchase debt. 


growth of instalment buying. As can be seen from 


United States and Canada, for which figures are also 


Table 10, total instalment credit outstanding increased 
by 20 to 40 per cent a year during the upswing in 
those western European countries for which informa- 
tion is available. Although the figures in the table 
are often only crude estimates and of limited compa- 
rability, they suggest that hire purchase transactions 
have accounted for a large part of the sales of the 
commodities just mentioned. In textiles and clothing 
also they seem to be fairly important in some countries. 

Although hire purchase sales seem to be rapidly 
expanding in Western Europe, they still represent а 
much smaller share of total consumption than in the 


shown in the table. This is only partly due to the 
larger share of cars and other consumer durables in 
North American consumption: it is also partly due 
to the fact that in these latter countries a larger share 
of the retail trade in the commodities listed seems to 
be done on the instalment plan. The western European 
economy therefore is much less exposed than the North 
American economy to fluctuations caused by the insta- 
bility of hire purchase; but, conversely, restriction 
of instalment credit is a much less effective means of 
controlling the volume-of-consumption in Europe 
than it is in Мог Амега ^^ 
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4. THE REPERCUSSIONS OF THE WESTERN EUROPEAN EXPANSION ON FOREIGN TRADE 


Changes in the commodity composition of imports 


The shifts which took place in the pattern of con- 
sumption and production during the upswing had very 
important repercussions on the composition of 
imports. While demand for imports of fuels and raw 
materials for the metal-using and building industries 
increased rapidly, there was no increase in demand 
for imported foodstuffs or textile raw materials or for 


other imports subject to increasing competition from 
synthetic materials. 

Table 11 shows changes in the volume of imports 
into the seven most important western European 
importing countries! of fifteen commodity groups 
accounting for some three-fifths of total imports of 
food and raw materials into these countries. The 


15 These countries together account for 80 per cent of total 
imports into western Europe. 


TABLE 11 


Imports of selected commodities by area of origin < 


Value in millions of current dollars, and percentage increase in volume over corresponding period of previous 
twelve months 


Area of origin 


Europe 5 Dollar area Other overseas countries Total imports 
Е Value |Тпсгеазе шт уоштес| Value |Тпсгеазе ш уоштес| Value {Increase in уоштес| Value |Тасгеазе in уотес 
Commodity 1954/55 | 1953/54 1954/55 | 1954/55 | 1953/54 1954/55 | 1954/55 | 1953/54 1954/55 | 1954/55 | 1953/54 1954/55 
Mineral products : 
MOONE bn he a ks 165 16 —9 196 14 66 492 9 15 853 12 17 
Other metals (incl. steel) | 1 169 10 27 358 —8 47 129 —9 —3 1 656 4 28 
Crude petroleum .. . 12 50 67 140 20 56 1 782 16 9 1 934 16 12 
Refined petroleum. . . 303 37 37 169 4 —4 234 11 11 706 17 16 
Cot о. 752 13 25 171 —41 80 11 — 120 934 — 33 
Total of mineral products 
MISte@ LM ae «cere ee 2 401 14 24 1 034 —6 43 2 648 13 10 6 083 10 20 
Agricultural products : 
ОО sock. ua: 110 19 10 482 1 20 556 31 —20 1 148 17 —3 
ОО о. 88 —4 8 — 1 032 —5 —7 1 120 —5 —6 
Oil-seeds, fats and oils 148 —1 16 248 84 46 723 1 —6 1119 9 5 
Уре. .... 125 81 17 404 —39 14 202 99 25 731 —14 17 
а... 17 33 —6 88 8 —31 161 110 56 266 38 8 
и... 13 —13 —35 93 25 —32 258 46 —19 364 32 —25 
(oye я И... .. 6 —50 25 186 33 20 489 6 —8 681 10 —3 
MODaCCO me Boa) es, о. 75 12 14 228 22 19 140 3 14 443 13 16 
Total of agricultural pro- 
aurcts listed) ye) ve 582 14 11 1 729 —2 11 3 561 10 —6 5 872 я —1 
Other commodities : 
IRUDDerEee Abs + bs 5) —8 33 44 a2 38 408 —1 10 457 1 13 
Timber and wood pulp . 1 140 29 15 244 3 40 146 61 3 1 530 28 17 
Total of commodities 
С ие. 4 128 18 19 3 051 —3 22 6 763 11 1 | 13 942 10 10 


Sources and methods : See Appendix С. 
Note. — Figures relate to 12-month periods from July to June. 


a Figures relate to imports into Belgium-Luxembourg, France, western Germany, Italy, the Netherlands, Sweden (except for coal and wood pulp) and the United 


Kingdom. 
‚5 Including imports from eastern Europe. 
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с Volume increases are computed from values at 1954/55 typical prices. 
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table reveals a striking contrast between imports of 
commodities of agricultural origin and imports of 
minerals and forestry products. The volume of 
imports of both timber and wood pulp and of the five 
commodity classes of mineral origin rose by one- 
fifth from 1953/54 to 1954/55, with coal, steel and non- 
ferrous metals other than copper increasing by nearly 
one-third.'® Imports of the eight commodities of 
agricultural origin as a group declined slightly, mainly 
because substantial increases in imports of cereals 


16 The relatively small increase in imports of mineral oil was 
influenced by the restrictions, mentioned in Section 2, on 
consumption of fuel oil in France, one of the major importers 
in western Europe. 
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were counterbalanced by lower imports of textile raw 
materials and sugar. 


The changes in imports of some commodities—for 
instance, sugar—seem to reflect changes in stocks 
either of a speculative nature or counterbalancing 
stock changes in the opposite direction in the previous 
harvest year. The changes in imports of cereals partly 
reflect changes in agricultural production in Europe. 
Thus the excellent wheat harvest in 1953 (Table 12) 
had caused imports to fall, while the less satisfactory 
harvest in 1954 was accompanied by a big increase. 
It can be expected that the fairly large 1955 harvest 
will again reduce wheat imports in the current harvest 
year. Similarly, a reversal of the recent rise in maize 


TABLE 13 


Output of selected products of the chemical industry 


Thousands of tons and percentage increase over corresponding period of previous year 


United Kingdom Western Germany France Italy 
и Quantity ce Quantity Pee Quantity На Quantity ee 
1954 1954 1955 1954 1954 1955 1954 1954 1955 1954 1954 1955 
Plastics materials and chemicals used 
in making plastics : 
Plastics materials ....... 278 31 22 338, | 35 28 85 | 61 27 82 58 30 
ПС бы оо Е ис 73а 147 || 5 10 2222 14 24 51 48 
Rormaldehyde =< ...9. =. it Af 61 38 17 12 | — — 13 16 
Phenole Sg sears. Зи. А, 28 17 85| 65 256 20 | 41 35 9 13 
ACCLYICNC wt? тосты > 20 | 10 10 9 i 10 10 10 
Phthalic anhydride ...... 24 | 17 18 9 | 48 31 7 29 
Washing compounds : | 
Metergerits И ул ad : 198 i 4 75 | 34 24 
бор Glen ch iste este OR) es 3) = 470 —1 1 112 2 —5 286 4 — 
Man-made textile fibres : 
Nylon and other non-cellulosic 
bres р ae a ле: 16 72 Pe 6 | 40 91 8 | 36 45 9 49 10 
Rayon and acetate filament yarn 100¢ 1с 6¢ Фи |5 15 23 14 4 63 19 1 
Rayon and acetate staple. ... 103 ¢ 13¢ 4с Е И 15 53 12 8 62 16 1 
Fertilizers : rh ый 5 
Nitrogenous (N content). ... 314 —1 —4 696 11 10 318 15 19 я Е 
Phosphatic (P.O; content) 336 —13 -1 491 15 7 ВИ | 2 9 431 
Basic industrial chemicals : 
Sulphuric acid (100% H,SO,). . | 2.075 9 Ри O92 то 9 1 = i : 1 be Е # 
Sodium carbonate (soda ash) . . in 935 18 5 6 = т. 
Synthetic ammonia ...... 546 1 860 | 19 14 436 | 18 21 361 
о М atoll. se Bre “ite ae 362 | 13 12 140 | 23 20 100 41 г. 
мо. 2821 PAG: Gite ad В | 151 ад: 
а 1953. 


1 isti i i ied directly by gov- 
Sources : National statistics and information supplied t 
а except that the figures for nylon and other non-cellulosic fibres for 
the United Kingdom were taken from Textile Organon, June 1955. 


Note. — Data for 1954 refer to the whole year: for 1955, they refer to as 
many months as are available, normally 9-12 months. 


Ь Phenol produced from coal-tar only. 
с Including nylon. 
4 Increase in production at coke-ovens only. 
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imports seems likely to follow the reduction in pig 
numbers which is at present taking place in a large 
part of western Europe as a reaction to the declines in 
pork prices in 1955. 


The increased use of synthetic materials, as is 
mentioned above, has had repercussions on demand 
for imports. Table 13 summarizes the available infor- 
mation about production of a number of important 
chemical products in the four largest western European 
chemical producing countries. In spite of the impor- 
tant gaps in the information available, particularly for 
the United Kingdom, the table reflects fairly well the 
exceedingly rapid development in recent years of some 
of the new synthetic products, such as plastics and 
materials for plastic production, synthetic washing com- 
pounds and nylon. The yearly percentage increases 
in output recorded for these products amount in most 
cases to between 30 and 60 per cent and are sometimes 
even greater. 


The effects of competition from the synthetic 
detergents on soap production and imports of oil- 
seeds and vegetable oils are already apparent; but 
most of the new synthetics are still in the early stages 
of development and constitute more a potential than 
an actual threat to imports. This is true of synthetic 
rubber in western Europe, although plans for a con- 
siderable expansion of output have recently been 
announced. The upswing, and especially the increase 
in vehicle production, therefore produced a large 
increase in rubber imports. However, it may be 
taken as a first sign of what is to come that imports 
of synthetic rubber from the United States and 
Canada increased from about 49,000 tons in 1953/54 
to about 69,000 tons (or to nearly 10 per cent of total 
rubber imports) in 1954/55. Similarly, the production 
of nylon and other new man-made fibres, although 
still small in western Europe in absolute amounts and 
mainly competing with rayon and cotton, seems on 
the point of developing into a serious competitor to 
wool. 


Chemical fertilizers constitute a further field where 
the rapid development of production achieved in 
recent years, or now in preparation, seems likely to 
replace overseas imports to a considerable extent in the 
longer run. Table 13 shows the very large recent 
increases in fertilizer production in western Germany, 
France and Italy. In a number of other countries also 
production of fertilizers will be greatly expanded in 
the next few years. The large expansion in the use of 
fertilizers cannot fail to lead to considerable increases 
in crop production in Europe and thereby further 
to reduce demand for agricultural imports from 
overseas. 


Shifts in the origin of imports 

Apart from the changes in the commodity composi- 
tion of imports mentioned above, Table 11 also 
illustrates the shifts which have taken place in the 
origin of imports. In the period from July 1954 to 
June 1955 a larger share of total imports of both 
mineral and agricultural products was obtained from 
other European countries than in the preceding year. 
The shift of imports in favour of the dollar area was, 
however, still more impressive. Imports from that 
source of each of the groups of mineral products 
listed in the table (except refined petroleum) and of 
forest products, increased by more than 40 per cent, 
while imports from other “overseas countries rose by 
less than 10 per cent in nearly all cases. For the group 
of products of agricultural origin, imports from the 
dollar area increased by more than 10 per cent, while 
imports from other overseas countries fell. Within 
this group, maize and sugar were the only commodities 
for which imports from the dollar area fell, purchases 
of all others rising by between 15 and 45 per cent; 
among the imports from other overseas countries only 
wheat, maize and tobacco showed increases. 

The shifts to dollar sources were of considerable 
proportions for cotton, oil-seeds, fats and oils and 
coffee. While cotton imports from the dollar area 
rose from 525,000 tons to 628,000 tons between the 
last two harvest years, imports from overseas non- 
dollar suppliers—mainly Brazil and Egypt—fell from 
830,000 tons to 665,000 tons. This fall in demand for 
non-dollar supplies has not been without effect on 
price developments; in Pakistan and Brazil export 
prices fell severely after the beginning of the 1954/55 
sales season, aligning themselves fairly closely with 
those of competing United States qualities. One 
effect of liberalization of cotton imports and purchases 
of American surplus cotton, in Japan as well as in 
western Europe, has thus been to improve the terms 
of trade of western Europe but to reduce the export 
earnings of countries which are markets for European 
industry. The market situation for oii-seeds and 
vegetable oils has been similarly affected. The increase 
in western European imports from the United States 
was accompanied by a general decline in the prices of 
these products, which has reduced the export earnings 
of non-dollar producers. 

The gradual liberalization of imports from the dollar _ 
area was accompanied by very considerable increases 
in imports of many other commodities not covered 
by Table 11, such as barley, hides and skins, fruit, 
chemicals and machinery.” In the first nine months of 


и For a more detailed discussion of the dollar liberalization 
ИТ see Economic Bulletin for Europe, August 1955, 
pp 
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TABLE 14 
World trade by area 


Percentage share in world trade and percentage increase in value of trade over corresponding period of 
previous year 


nee с 
м Importing area WwW ; Oth 
estern Europe United State: Cr OVETSCAS 
= P is countries World 
f Increase in value Increase in value Increase in value Increase in value 
Share in Share in Share in Share in 
world world world world 
paces ot seen НЕ ion penny trade in January- | trade in January- 
Ex . > ept. ept. 1954 1954 Sept. 1954 1954 Sept. 
porting area ae 1955 1955 1955 1955 
Westerm Europel 9), 0.7) es 24 Каз ба 16 8 6 43 9 11 
оОЦаглатеа 5. и. в 8 4 38 183 1с 5 с 28 3 94 
Other overseas countries exporting 
mainly: 
Agricultural products ... . 10 5 = 6 |—1 ia 18 1 —d 
Mineral products’... ..+ . 4 5 13 6 7 5 iu 3 12а 
О: 46 8 15 41 3 5 100 6 84 


Sources and methods : Зее Appendix С. 
у Note. — Figures are based upon current values at c.i.f. prices for imports 
into western Europe and at f.o.b. prices for imports into other areas. 


Trade of the Soviet Union, eastern European countries and mainland China 
with each other is excluded throughout. 


1955 the c.i.f. value of total imports into the whole of 
western Europe from the dollar area increased nearly 
40 per cent, as can be seen from Table 14, while 
imports from other overseas countries rose by only 
4 per cent. 


Dollar liberalization—either in the form of abolition 
of import licensing for a range of commodities or of 
administrative relaxation of restrictions—and shifts in 
the commodity composition of imports in favour of 
products mainly originating in the dollar area, were 
not the only reasons why imports from the United 
States expanded more than those from other sources 
of supply. A part of the rise in dollar imports was 
accounted for by sales negotiated under various 
United States programmes which aim at reducing 
surplus stocks of agricultural products. Contracts 
signed up to the end of June 1955 under the four 
most important provisions for surplus disposal 
‘amounted to nearly $800 million, of which contracts 
for $514 million were signed with western European 
countries. The proceeds of these sales are to be 
used for military assistance, technical co-operation 
and purchases of commodities for shipment to overseas 
countries under various aid programmes. Nearly one- 
half of the $514 million of surplus stocks contracted 
for by western European countries up to the end of 
_ June 1955 consisted of cotton, and nearly one-third of 


@ Including imports from eastern Europe. 


Ь Excluding exports of “special category commodities” from the United 
States. 


с Exports from the United States only. 
Я January-June. 


grains; the remainder was mainly oils and oil-seeds 
and tobacco. As can be seen by comparison with 
Table 11, the total of these contracts amounts to some 
15 per cent of total imports of these commodities into 
the major western European importing countries in 
the last harvest year. 


Effects on the purchasing power of overseas countries 


It has already been said that the value of western 
Europe’s imports from overseas countries outside the 
dollar area has failed to expand significantly during 
the present upswing. But, in addition, the moderate 
rise in the average unit value of western Europe’s 
imports from overseas has to a large extent been 
accounted for by increases in freight rates, so that 
imports from non-dollar overseas countries hardly 
rose at all when measured either in volume or on the 
basis of f.o.b. values. This development helped to 
maintain price stability in Europe and benefited the 
balance of payments of the western European area 
taken as a whole; but it likewise prevented most of 
western Europe’s trade partners from deriving any 
significant benefits from the western European 
expansion. 


It can be seen from Table 14 that between 1953 
and 1954 the recession in the United States caused the 
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value of its imports from overseas countries outside 
the dollar area to decline by some 10 per cent while 
the value of western Europe’s imports from these 
countries increased by 5 per cent only. This resulted 
in a reduction in the purchasing power of a number of 
countries in this group and forced some of them to 
reduce their imports in 1955. The rate of increase of 
western European exports to these areas therefore 
slowed down as compared with the previous year ; but 
the high absorptive power of European markets, and 
the better possibilities for sales in the United States, 
prevented any reduction in the over-all rate of increase 
of the value of exports. The fall in sales to non-dollar 
overseas countries did, however, contribute to the 1955 
crisis in the western European textile industry. 


For those overseas countries outside the dollar area 
which export mainly food and industrial materials of 
agricultural origin, the export position deteriorated 
in 1955. As the combined effect of the shifts in com- 
modity composition and origin of imports described 
earlier in this section, the total value on а c.i.f. basis 
of western Europe’s imports from the dollar area 
increased by about 40 per cent, and its imports from 
mineral-producing countries outside the dollar area 
rose by 13 per cent; but no increase whatever took 
place in the c.i.f. value of imports from the large 
group of countries outside the dollar area whose 
exports consist mainly of agricultural products. Since 
freight rates for these imports probably increased by 
at least 20 per cent on the average, the exporters’ 
receipts must have declined. 


The adverse effects on overseas countries of these 
shifts in the pattern and origin of European imports 
in 1955 were reinforced by similar changes in the 
pattern of United States imports. The renewal of 
industrial expansion in the United States caused a big 
rise in imports from the mineral-producing countries 
outside the dollar area, while imports from the group 
of agricultural countries declined further from 1954 
to 1955. 


The divergent trends in the imports of different 
groups of commodities into the highly industrialized 
areas of the world were bound to affect also the world 
prices of these goods. The increasing demand for 
mineral products such as petroleum, coal, ores and 
metals, as well as for rubber and timber, raised their 
prices during 1955. Prices of agricultural products, 
on the other hand, declined under the influence of 
weak demand for crude foodstuffs, textile raw mate- 
rials, fats and oils and some other products. The 
existence of large United States surplus stocks of a 
number of agricultural products, and the uncertainty 
about their future disposal, aggravated the situation. 
For some of the products for which prices have been 


rising, particularly non-ferrous metals, there exist 
large strategic stocks.. The lessening of international 
tension—as well as the increasing use of substitutes 
for some of them—make future prospects for their 
prices somewhat uncertain. The same is true of timber 
prices following the reduction of building activity. 
The present favourable position of the countries 
depending on exports of mineral and forestry products, 
as compared with the agricultural exporting countries, 
may therefore well prove to be only temporary. 


In Chapter 1 of last year’s ЗОВУЕУ the interde- 
pendence of the purchasing power of overseas coun- 
tries and their imports from the industrialized areas 
was discussed from the longer-term point of view of 
the post-Korean trade cycle. Similar information for 
the shorter period of the last three years is presented 
in Chart 3. The variables shown are the purchasing 
power of the total exports of overseas countries 
outside the dollar area (i.e., the actual export earnings 
of these countries adjusted by an estimated price 
index for their imports), the volume of their combined 
imports from western Europe and the United States, 
and their gold and foreign exchange reserves. Under 
the simplified assumption that only commodity trade 
affects their balances of payments, the curve of 
purchasing power of exports would indicate the volume 
of imports these countries could afford to buy without 
—sooner or later—running down their foreign 
exchange reserves. In fact, the chart only indicates 
orders of magnitude of major changes. Moreover, the 
grouping of the couniries as exporters of agricultural 
or of mineral products is, of course, somewhat 
arbitrary in a number of borderline сазез.18 


The countries exporting chiefly agricultural products 
form by far the largest part of western Europe’s 
export market outside the dollar area. The purchasing 
power of the exports of these countries seems to have 
changed very little over the last two years when allow- 
ance is made for the pronounced seasonal fluctuations. 
Nevertheless, the volume of their imports from western 
Europe and the United States has increased quite 
considerably during the upswing, particularly in the 
period 1953 to 1954. The increasing imports have 
been accompanied by a decline in foreign exchange 
reserves; this trend started early in 1954 and has 
continued steadily since. Among the major countries 
included in this group, only Рега 1? and Pakistan 
(which has restricted its imports sharply during the 
past years) have been able to increase their foreign 
exchange assets during 1955; in practically all of the 


#8 For a list of the countries included in each group see 
Appendix С. 


we Peru represents a borderline case because it derives a large 
part of its export income from non-ferrous metals. 
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CHART 3 


Purchasing power of exports of non-dollar overseas countries 


Index numbers, 1953 = 100 


A. Countries exporting mainly agricultural products 


120 


110 


100 


80 


1953 1954 


1955 


B. Countries exporting mainly mineral products 


120 


110 


| 90 


80 


1953 1954 1955 


Purchasing power of total exports (value of exports deflated by estimated import prices) 


Volume of imports from western Europe and the United States 


-—--- Gold and foreign exchange reserves (end of period) 


Sotltces and methods : See Appendix С. 


Notr. — Data for gold and foreign exchange reserves exclude in both groups the dependent overseas territories of western European countries, whose reserves 
are normally held by the metropolitan country and are not knowza in sufficient detail. 


other countries in this group the reserves position has 
deteriorated. 

The group of countries consisting of exporters of 
mineral products (mainly metals and petroleum) 
forms a much smaller market area for western Europe, 
taking only about 20 per cent of total western Euro- 
pean exports to countries included in the chart. In 
this group, the upswing has had important reper- 
cussions on the purchasing power of their exports, 
through the combined effect of rising export prices 
and increasing volume; in the last period for which 
data are available (the second quarter of 1955), this 
_ purchasing power was nearly 10 per cent above the 
level of a year earlier. The steady increase in real 
income of this group has been accompanied by an 
impressive rise in foreign exchange reserves.” 

The increasing export earnings and improved 
reserves position of the mineral-exporting countries 


20 It must be noted, however, that data on foreign exchange 
reserves are unavailable for a number of countries in the group 
—mainly dependent overseas territories that pool their reserves 
with those of the metropolitan country. 


have not been reflected as yet in imports from the 
industrialized countries, which have remained un- 
changed between 1954 and 1955. Here, as well as for 
the agricultural exporters, there thus seems to be a 
considerable time lag?! in the response of import 
policy to changes in purchasing power. Even very 
recently some of the mineral-exporting countries—for 
instance, Chile, Thailand and Jran—were applying 
austere import policies designed to build up their 
foreign exchange reserves.?? 


It is difficult to tell whether the improving foreign 
exchange reserves of the mineral-exporting countries 
will gradually lead to an expansion in their purchases 
from western Europe. Even if this should be the case, 
the favourable effect on European exports will prob- 


21 As was pointed out in last year’s Survey, this time lag 
seems to have been nearly one year during and after the 
boom associated with the Korean war. 


22 Indochina is included in this group of countries. Total 
exports from western Europe and the United States to Indochina 
declined from $216 million in the first nine months of 1954 to 
$131 million in the same period of 1955. 
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ably be rather small by comparison with the decline 
which can be expected in the purchases from Europe 
of the quantitatively much more important group of 
countries exporting agricultural products. 


The pattern of western European exports in 1955 


It is apparent, from what is said above, that the 
shifts in the geographical pattern of western European 
exports in 1955 were in the same direction as the shifts 
in imports. It can be seen clearly from Table 15 that 
the expansion of exports between 1954 and 1955 was 
predominantly a reflection of the strong demand pre- 
vailing in the industrialized areas of the world: exports 
to other European countries increased by 15 per cent, 
and those to the dollar area by 12 per cent in value. 
The rates of expansion of sales to European markets 
were particularly large in France and Belgium, which, 
as has been noted earlier, were able to export certain 
commodities in short supply in other western Euro- 
pean countries. Exports to the dollar area did not 
increase uniformly, and the Netherlands, Switzerland 


and Sweden failed to benefit from the general recovery 
of demand after the recession in the United States. 
In Switzerland this was due to smaller watch exports 
after the increase in tariffs in the United States, while 
Swedish exports of iron ore and wood pulp to the 
United States declined because of the shortage of 
available supplies and the pull of European demand. 

The development of exports to the non-dollar coun- 
tries of Latin America and to the countries affiliated 
with European currencies shows a sharp contrast with 
the booming sales to markets in Europe and the dollar 
area. To these two important overseas market areas, 
which together absorb about two-thirds of total over- 
seas sales, the value of exports rose by only 2 and 
4 per cent respectively, from 1954 to 1955. The residual 
group in the table was the only overseas non-dollar 
area which significantly increased its purchases in 
Europe, but in some cases this rise represented only a 
partial recovery of ground lost between 1953 and 1954. 
This group includes some markets where import policy 
is often of a “feast and famine” character. Thus, 
exports to Egypt and Indonesia rose because import 


TABLE 16 


Production, retail sales and foreign trade in textiles 


Millions of dollars and percentage increase over corresponding period of previous year 


Volume of 
retail sales 


Volume of 
production 


Percentage increase 


1954 


1954 1955 1955 


Large net exporters 
United Kingdom . 
France 
Italy 


о ЩО er ВЕ 


Other net exporters 
Western Germany 
Switzerland 
Netherlands 
Austria 


ete he) es ЗЕ №. 9. 


he уе, Chee eh ay ОК 


‘Net importers 
ОЕ < we ss 


С сов с ПО АО 


Total of countries listed . . 


Sources : National statistics and Table 9. 


Percentage increase 


Value of exports Value of net exports 


Million Percentage increase Million Percentage increase 
dollars dollars 
1954 1954 


1954 1955 1954 1955 


—9 —4 
11 —5 
—7 —4 
11 —7 
177 3 
—13 2 
—29 —22 
15 —23 
Net imports 
— —15 
1 —25 
—8 1 
108 —4 
Вр, —4b 


Norte. — Data for 1954 refer to the whole year; for 1955 they refer to as many months as are available (9-11 months). 


а Estimated volume of consumption. 6 Change in net exports. 
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licensing was relaxed, in the former as a result of 
larger sterling releases and funding agreements cover- 
ing commercial arrears, and in the latter because a 
period of strict import licensing had brought about a 
large increase in foreign exchange reserves. 


As usual in periods when exports to overseas coun- 
tries show signs of levelling off, textiles fared worse 


than other commodities. Table 16 shows that the main 
cause of the crisis in the textile industries in 1955 was 
the decline in overseas exports rather than shifts in 
consumption in western European countries. While 
consumption of textiles increased significantly from 
1954 to 1955 throughout western Europe, apart from 
the Scandinavian countries, all the major textile pro- 


TABLE 17 


Production and exports of selected durable consumer goods 


Numbers in thousands and percentage increase over corresponding period of previous year 


United Kingdom 


Commodity Number | Percentage 


increase 


1954 1954 1955 


Western Germany France Italy 
Number Percentage | Number Percentage Notine| Percentage 
increase increase increase 
1954 1954 1955 1954 1954 1955 1954 1954 1955 


Rassenger cars и. asm tae es Production 16912") 27. 20 
Exports 398 а| 24 2 
Motor-cycles, scooters, and Production 180 17 — 
bicycles with auxiliary Exports 70 6 —17 
motors 
Все ee Production | 3 297 10 
Exports 2 184 8 
ВИНО За в оое а Production | 1 205 
Exports 
Record players... eee: Production 
Exports 
Radios and radiograms . . Production 
Exports 
бы 69 боба Production 
Exports 
Household refrigerators . . Production 
Exports 
Electricukettlesse aan Production 
Exports 
Washing machines . . . . Production 
Exports 
Eleciricnirons в вю а вс Production 
Exports 
Vacuum cleaners. ... . Production 
Exports 
Electric floor polishers Production 
Exports 
Household sewing machines Production 
Exports 
Electricushaversian № Production 
Exports 
Portable typewriters Production 
Exports 


Sources ; See Appendix С. 

Nore. — Data for 1954 refer to the whole year, whereas for 1955 they 
refer to as many months as are availadle, normally 9-12 moaths. 
а Data cover 53 weeks. 
5 Excluding bicycles with auxiliary motors. 
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311 60) |» 233 90 7 22 24 —34 
129 267 | 111 89 45 
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x 56 ais 430 5 7) 
12 44 13 143 15 —4 


704 12 30 


135 38 21 
103¢| 80е 40е 


6 62 —29 
с Including television sets and record players. 


d Export figures are derived from original data in tons by applying estimated 
weight per unit; the percentage increases for both production and exports 
are based on tonnage figures. 


е All typewriters. 
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ducers suffered a reduction in their exports to overseas 
markets. Since imports remained constant or even 
increased, the percentage decline in net exports was 
considerable. The efforts of textile industries losing 
markets overseas to secure compensation in the libera- 
lized markets inside Europe increased the difficulties 
facing the home-market-oriented textile industries in 
the Scandinavian countries and Greece. The result 
was that textile production in these countries also fell: 
Sweden reacted by raising textile tariffs, and similar 
action is being contemplated in Denmark. The textile 
industries of western Germany, Austria, the Nether- 
lands and, it seems, Switzerland, did better than those 
of other countries, partly because of the predominant 
orientation of exports from these countries towards 
European markets and partly because of a very favour- 
able development of internal consumption. Never- 
theless the rate of increase in production in both the 
Netherlands and Austria declined sharply from 1954 
to 1955 as a result of the marked fall in net exports. 
The particular difficulties of the textiles market, and 
the weakness of demand for other products also in 
most overseas countries, were, of course, more serious 
handicaps for the United Kingdom than for western 
Germany, where exports are much less concentrated 
on overseas markets and on textiles. Even when the 
export performance of European countries is com- 
pared for the same group of products in the same 
markets/ however, there appears to have been a pro- 
nounced tendency for the United Kingdom to lose 
ground to other countries, and in particular to western 
Germany.” There can be по doubt that the pull of 
the British home market contributed to this develop- 
ment, at least as concerns consumers’ durable goods. 
Table 17 shows that between 1954 and 1955, British 
exports of nearly all of the more important types of 
consumer durables for which information is available 


3s See Economic Bulletin for Europe, Vol. 7, No. 3, November 
1955, pp. 6-9. 


either declined or increased much less than in the pre- 
vious year: for most of them the share of production 
exported in 1955 was smaller than in 1954. By con- 
trast, the much higher 1954 rate of increase of western 
German exports was better sustained in 1955, and in 
most cases the share of exports in production 
increased.4 

The development of British production of consumer 
durables revealed by the table is rather puzzling. In 
1954, the expansion of production had exceeded 40 per 
cent for nearly half of the products in the table and 
25 per cent for nearly all of the others. In 1955, only 
production of television sets rose by more than 25 per 
cent and output of half of the products in the table 
increased by less than 10 per cent. It is pertinent to 
pose the question whether such a uniform and abrupt 
change can be due to shortages on the supply side 
alone. It seems probable that fears of the effects on 
the home market of restrictions on hire purchase sales, 
together with lack of confidence in their own com- 
petitiveness in export markets, may have induced some 
industrialists to be cautious about further expansion 
of production.*® This is clearly the case in the motor 
car industry, where it has been impossible for some of 
the producers to find compensation elsewhere for the 
losses imposed by restrictions in important overseas 
markets. The significance of the unfavourable beha- 
viour of British exports in this particular field should 
not, however, be over-stated. Many of the commodity 
groups such as chemicals and many types of machinery 
did very well in export markets, and the decline in the 
over-all share of exports in British production was 
relatively slight.?¢ 


24 The information available for France and Italy is very 


incomplete, but as far as it goes it gives a considerably more 
favourable impression of Italian exports than of French. 


25 The credit restrictions may, of course, also have played a 
role, although they were meant to be administered in a way 
that would not hamper production of exportable goods. 


26 See footnote 4. 


5. DIVERGENT MOVEMENTS IN BALANCES OF PAYMENTS 


Changes in western Europe’s balance of payments with 
overseas countries 


The changes in the value and geographical distribu- 
tion of western Europe’s foreign trade, which have 
been described in the previous section, caused consider- 
able changes in the trade balance of western Europe 
with overseas countries. With the much more rapid 
increase in imports from, than in exports to, the dollar 
area, the trade deficit with this area nearly doubled 
between the first nine months of 1954 and the corre- 
sponding period of 1955, while the deficit with other 

overseas countries remained virtually unchanged. 


Trade balance of 19 western European countries 
Exports f.o.b., imports c.i.f. 
January to September 


1953 1954 1955 1953 1954—1955 


Billions of current Imports as percentage 
dollars of exports 
With dollar area . . —1.4 —1.5 —2.7 154 164 200 


With non-dollar 


Overseas areas . —2.1 —1.8 —1.9 133 125 125 
With all overseas 
AVCAS rh ne rts —3.5 —3.3 —4.6 139 135 145 


It should be noted that the figures in the table 
over-state both the absolute levels of the trade deficit 
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and its increase because they have been calculated 
as differences between f.o.b. values of exports and 
c.i.f. values of imports.2”? In fact, western Europe’s 
balance of payments on goods and services account 
with the non-dollar countries has improved between 
1954 and 1955, since increased earnings from trans- 
portation have certainly much more.than offset the 
slight widening of the trade gap. 

Owing to the high and still rising level of extra- 
ordinary dollar receipts from the United States, 
especially United States defence expenditure, the 
deterioration in western Europe’s trade balance did 
not cause any drain on gold and dollar reserves, but 
only a slowing down of the rate at which they had 
been growing in recent years.”8 


Expenditure in western Europe 


Millions of current dollars 


1953 1954 1955 
United States military expen- 
анте ere aR oe ae 859 1 280 1 415 
Off-shore purchases. ... . 311 565 668 
United States economic aid 
(grantsronly) =e ces are 1 138 1 000 840 а 


2 308 2 845 2 923 


а Annual rate in first nine months. 


The magnitude of the receipts, and the recent trend, 
can be seen from the figures above. Total United 
States military spending in western Europe and eco- 
nomic aid in the form of grants, amounted in 1955 
to about $3 billion. This implies that nearly one-half 
of western Europe’s dollar supply from current com- 
mercial transactions and donations was derived from 
those sources. Most of the increase in extraordinary 
dollar receipts between 1954 and 1955, however, 
benefited France and Italy, which had undertaken 
relatively little dollar import liberalization, and whose 
gold and dollar reserves increased very sharply during 
the year. 


The balance-of-payments positions of individual countries 


It was mentioned in the first section of this chapter 
that imports rose much more than exports in most 
countries of western Europe from 1954 to 1955, but 


27 The usual procedure of deducting 10 or 12 per cent from 
c.i.f. import values to convert them to an estimated f.o.b. basis 
would be misleading in a period in which freight rates changed 
rapidly while commodity prices remained fairly stable. 


8 As shown in Table I, additions to western Europe’s gold and 
dollar assets through transactions with the United States amoun- 
ted to $1.2 billion in January-September 1954 and $0.9 billion in 
the same period of 1955. It should be noted in passing that 
recently a much larger share of these additions (one-half in 1955) 
have consisted of purchases of long-term assets, rather than of 
gold or short-term dollar balances. 


TABLE 18 


Changes in the balance of payments of selected western 
European countries 


Signs indicate the direction of change: 


^ small improvement ces, large improvement 


al small deterioration J | large deterioration 


— insignificant change 
2 ee ee eee ыы 


Change in Change in Change in 
trade goods and foreign 
balance: services exchange 

1954 to 1955 balance: reserves 
1954 to 1955 during 1955 


Countries in deficit on 
goods and __ services 
account in 1955: 


United Kingdom. . . + + + ф у + 
ein Aaa it у 
Репа | Ти 
a A A 
Могоау ве | | 
Sweden 2725 te oe. + Y y у =F 
Austria’ 2 ©: a serie Bi ый у a + 
tt 
Ltaly Gein yen, Во == = | 
Greece ста. ве + — 1 


Countries in surplus оп 
goods and _ services 
account in 1955: 


inland te.) cee eee у 1 1 
Western Germany . . + | vy t 1 
Switzerland ae С A ne <y 
Netherlands. ... . + + — 
Belgium-Luxembourg . ‘i si 5х ti 
Гавел. ть + + и у 7 у 


Note. — Data for trade balances and for goods and services accounts 
refer to as many months as are available for 1955 compared with the corre- 
sponding period of 1954 (imports c.i.f., exports f.o.b. for trade balances). 
Changes in foreign exchange reserves have been computed from official 
central bank statistics, and therefore in almost ali cases exclude changes in 
foreign exchange holdings of commercial banks. 


that the opposite was the case in Denmark, Belgium, 
France and Italy. In the first three of these countries 
trade balances improved considerably, as can be seen 
from Table 18. For Italy, however, the favourable 
changes in the relative volumes of imports and exports 
were counteracted by adverse movements in terms of 
trade to such an extent that the trade deficit in 1955 
remained about the same in value as in the previous 
year. 


In the other western European countries the over- 
all balances of trade deteriorated, but since a consider- 
able part of this apparent deterioration—caused by 
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CHART 4 


Relative importance of foreign trade and foreign exchange reserves in 
selected western European countries in 1954 and 1955 


Imports as percentage of gross national product 


60 


USA 


80 90 


70 


100 110 120 130 


End-year gold and foreign exchange reserves as percentage of annual imports 


0 10 20 30 40 50 
A — Austria о —- 
Га в — Belgium-Luxembourg GR — 
DK — Denmark 1 — 
SF — Finland NL — 
F — France N — 


Western Germany 5 — Sweden 
Сгеесе СН — Switzerland 
На!у GB — United Kingdom 
Netherlands USA — United States 


Norway 


Note. — The data for imports into the United Kingdom, France and Belgium-Luxembourg refer to imports into the whole of their currency areas from outside 
sources, and reserves are also the reserves of the whole currency area. For gross national product, however, the figures used refer to the metropolitan country only, 
and the chart therefore gives a too unfavourable impression of the reserve position of these three currency areas. 


The data for foreign exchange reserves refer generally to net gold and foreign exchange reserves of the Central Banks. Foreign exchange reserves of Denmark 


and Norway, however, are on a gross basis; net reserves are close to zero. 


the increase in freight rates—was compensated by 
additional shipping earnings, balances on account of 
all goods and services showed a much less unfavourable 
development. About half of the western European 
countries had surpluses on goods and services accounts 
in 1955. Among them, western Germany seems to 
have been the only one where there was any significant 
fall in the surplus—a reduction that did not prevent 
a further marked rise in foreign exchange reserves. 
-Even among the countries which had deficits on goods 
and services account in 1955 about half were able 
to increase their foreign exchange reserves; and only 
in three countries, the United Kingdom, Denmark 
and Austria, did reserves decline. 

By and large, the balance-of-payments repercussions 
of the 1955 boom were not serious for any western 
European country except the United Kingdom. 
Among other countries which suffered a drain on 


foreign exchange reserves, Denmark brought the 
current balance of payments under control by a policy 
of internal austerity, in Austria the reserves were 
comfortably large, and in Sweden the drain was very 
small in amount.?® 


29 Swedish exchange reserves suffered considerably during the 
first half of the year from the pressure of increased import 
demand, but improved in the second half year. For the year as 
a whole there was practically no net change. In Denmark, a 
spasmodic recovery since June has brought the current account 
into balance. In Norway, the current deficit was slowly diminish- 
ing as internal credit restriction and investment controls have 
been taking hold. The most important corrective measures 
undertaken in Norway, however, have been restrictions on 
purchases of ships. Although these have not yet affected trade 
statistics (ship imports in the first ten months of 1955 were 
actually one-quarter above the corresponding period of 1954) 
they have diminished the need for advance and progress pay- 
ments. At the same time, earnings from the existing shipping 
fleet have provided a significant benefit to the balance of pay- 
ments; net earnings have risen from $187 million in the first 
nine months of 1954 to $238 million in the same period of 1955. 
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The adequacy of foreign exchange reserves has to 
be judged, not in terms of their absolute size, but 
against both the ratio of reserves to imports and the 
importance of imports in the economy. In Chart 4 an 
attempt has been made to indicate for thirteen western 
European countries the recent movement of reserves, 
in relation to imports and to the share of imports 
in gross national product. The ratio of imports to 
the gross national product of each country is shown 
on the vertical axis, while the horizontal axis shows 
the ratio of foreign exchange reserves to imports. 
The direction of the arrows indicates the changes that 
took place from 1954 to 1955.30 

Since imports into a number of the countries 
included in the chart rose significantly from 1954 to 
1955, both in absolute terms and as a share of gross 
national product, there are more arrows pointing 
from the lower right hand corner to the upper left 
hand corner (i.e. indicating a deterioration in the 
reserve position) than there are countries with declining 
reserves in the last column of Table 18. Nevertheless 
the chart shows very clearly that the United Kingdom 
and Austria were the only countries where the deterio- 
ration in the reserves position in 1955 was of major 
dimensions. 

As can be seen, the countries in the chart fall 
into three fairly distinct groups, which have been 
separated by sector lines drawn somewhat arbitrarily. 
The positions of Denmark and Norway appear to be 
extremely exposed. Not only is the importance of 
foreign trade in the internal economy of these coun- 
tries greater than nearly everywhere else, but the 
present level of their foreign exchange reserves—under 
one-fifth of annual imports—is lower than elsewhere. 
In fact, the reserves of these two countries are even 
smaller than appears, since the figures shown are gross 
foreign exchange assets. If corresponding liabilities 
(mainly debts to the EPU) were also taken into 
account, the Danish reserves would be negative and 
those of Norway close to zero. 


The middle sector in Chart 4 comprises a group 
of countries where it could be expected that the 
repercussions of internal expansion on the foreign 
balance would be less sharp and dramatic, but never- 
theless important. This group, where ratios of imports 
to the gross national product are very similar to the 
ratios of reserves to imports, includes the United 
Kingdom, Sweden, Finland, Belgium and the Nether- 
lands. The last two countries are more dependent 
on foreign trade than are other European countries, 
but they also have very large reserves. The position 
of the United Kingdom is less secure because specula- 


80 End-of-year data for reserves. 


tive movements of short-term capital have a consider- 
able effect on its гезегуез.21 


In the third group of countries in the chart, foreign 
trade is generally small in relation to the national 
product, while foreign exchange reserves cover five 
months’ imports or more. Some of these countries 
—western Germany, Austria and Switzerland—could 
very well afford the deterioration which took place in 
their foreign balances. In western Germany this, in fact, 
resulted from deliberate measures intended to keep prices 
down and to reduce inflationary pressures arising from 
the previous large export surpluses. The other countries 
in the group—France, Italy and Greece—could also 
afford some worsening of their balances of payments 
if internal price stability should require this. Owing 
to the small share of foreign trade in the national 
economies of France and Italy, the multiplier effects 
of their increased exports have not been sufficiently 
strong to produce pressures on resources in these 
countries of the same strength as in other western 
European countries.*2 In France, the emphasis of 
policies directly affecting the balance of payments has 
been on creating greater confidence in the currency; 
and the big improvement in foreign exchange reserves 
did not lead to further liberalization until the beginning 
of 1956.33 There has, however, been considerable 
advance repayment of foreign debt, and over $300 
million was repaid in 1955 alone. To some extent 
these repayments represent a transfer of foreign assets 
into another form because certain rights to draw on 
international credits are automatically reconstituted 


_ for later use.*4 It would therefore seem that, so far as 


the external position is concerned, the possibilities for 
putting into effect a programme to overcome the 
structural weaknesses of the French economy are 
exceptionally favourable at present.®® 


31 See, however, the note to Chart 4. This explains that, by 
not including the gross national product of the outer sterling 
area in the calculations on which the chart is based, an unduly 
unfavourable impression is given of the United Kingdom’s 
position. 


ch It was shown earlier in this chapter that only in these two 
countries and Belgium did industrial employment fail to increase 
significantly during the upswing. 


33 The percentage of liberalization of imports from other 
OEEC countries was raised from 771 per cent to 79 per cent at 
the beginning of 1956 and about 11 per cent of dollar imports 
were liberalized. 


34 At the end of 1955, the gold reserve of the Bank of France 
was increased by one-half, or $286 million. This sum was 
transferred from the reserves of the Exchange Stabilization 
Fund (the exact size of which is unknown), 


85 This does not mean that no restraint of consumption would 
be necessary if the rate of investment were to be substantially 
increased. For further discussion of this point, see Chapter 3 
Section 5. The structural problems of the French economy were 
discussed in detail in the SuRvey of 1954, Chapter 7. 
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6. THE DILEMMA OF WESTERN EUROPEAN IMPORT POLICY 


It was stressed above that, owing to the shifts which 
have taken place in the pattern of imports into western 
Europe, the short-term prospects for the demand for 
European exports do not look very promising. The 
disinflationary policy in the United Kingdom is, from 
this particular point of view,** likely to aggravate the 
situation. It is extremely important, therefore, that 
the steady inflow of dollars into western Europe from 
military transactions and economic aid should not be 
sterilized by accumulation of currency holdings in 
those countries which are already in very favourable 
balance-of-payments positions. If, instead, they 
follow policies that encourage imports, and engage in 
active policies of foreign lending, the general structure 
of trade will be strengthened. 


The long-term prospect suggested by the experience 
of the last three years is, however, of much more far- 
reaching importance to the western European economy 
than the short-term problem of securing a continued 
expansion of exports in the immediate future. The 
growth of economic activity has, as already mentioned, 
caused relatively little increase in demand for imports 
from most overseas sources and none at all for imports 
of agricultural products. The majority of overseas 
countries, therefore, have experienced no improve- 
ment either in their terms of trade or in their total 
export earnings. 

In the early post-war years it was generally assumed 
that a basic change had taken place in the balance 
between demand and supply for food and raw mate- 
rials, and that the inter-war period of surpluses would 
be followed by a long period of relative shortage of 
primary products with improving terms of trade for 
the under-developed countries. In recent years it has 
become apparent that the expectations of permanent 
shortages were wrong, at least in relation to agricul- 
tural products; and it would seem that developments 
in 1955 must have finally buried the hopes—or 
dissipated the fears—of a relative increase in food 
prices in terms of industrial manufactures. It has been 
proved that even a pronounced boom in. Europe 
coinciding with rising industrial production in the 
- United States can be accompanied by declining prices 
for most agricultural products. One reason why the 
earlier view has proved to be wrong is that the sub- 
stitution of synthetic for agricultural raw materials 
in non-food industries has become of much greater 
importance than was foreseen at the end of the war. 


зв The internal aspects of the current situation in the United 
Kingdom are discussed in Chapter 3. 


Another factor that was under-estimated was the 
effect of technical progress on agricultural production, 
both in Europe and elsewhere. Protection of domestic 
agriculture in Europe and in other countries has also 
been a factor of some importance. 


Agricultural production may well grow still more 
rapidly in the future when recent scientific progress 
reaches the stage of large-scale application; and the 
substitution of industrial for natural raw materials is 
also likely to continue. It seems probable, therefore, 
that developments in technology will continue to 
reduce the dependence of western Europe on outside 
supplies. This poses a grave problem, to which there 
would seem to be two alternative solutions. 


One is that the western European economy, taken 
as a whole, may move towards a pattern similar to that 
of the United States, with imports from outside the 
area declining in relation to growing home production. 
The result would be that, at the same time as western 
Europe’s export capacity was increasing, the growth 
of its exports would slow down, or even be reversed, 
unless supported by capital exports which would 
sooner or later tend to take the form of grants. Such 
a process of readjustment would necessarily be very 
painful. It would, at the least, involve increasingly 
strong competition on export markets and the risk of 
considerable instability of export prices. It would also 
favour the further development of preferential bilateral 
trading arrangements under which individual coun- 
tries would seek to use the bargaining power of their 
imports in particular instances to secure a privileged 
position for their exports. 

Another solution can be found on condition that 
western European countries are willing to revise their 
traditional import policy. In spite of the relaxation 
of quantitative restrictions and the lowering of 
tariffs which has taken place, large parts of western 
Europe still display a protectionist attitude to imports 
of products with a high labour content from overseas 
countries with lower living standards and lower labour 
costs. That this is the case for agricultural products 
is well known, and that it is the case also for industrial 
manufactures was clearly expressed during the debate 
in the GATT, in the autumn of 1955, on the admission 
of Japan to the organization. A number of European 
countries, including the United Kingdom, France and 
the Benelux countries, refused to apply the terms of 
the Agreement to their trade relations with Japan, 
some of them directly referring to the low level of 
wages in that country. Among the European countries 
which did not object, some appear to count on applying 
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the rules of the GATT so as, incidentally, to lessen 
Japanese competition in their markets by means of 
quantitative import restrictions. 

Hitherto Japan has been the unique case of a low- 
wage country exporting mainly industrial manufac- 
tures; but, with increasing industrialization in overseas 
countries, it can be foreseen that many of them will 
try to obtain compensation for the increasing difficul- 
ties in selling many basic materials by developing 
exports of industrial manufactures of the fairly labour- 
intensive sort for which they are in a particularly 
strong competitive position. 

The policy of keeping foodstuffs and industrial 
manufactures of a labour-intensive nature out of 
European markets dates from the period of depression 
in the ’thirties when the attempt was made to over- 
come unemployment, not by increasing the demand 
for commodities and labour, but by reducing the 
supplies. It is shown in a later chapter of this SURVEY 37 
that many of the restrictive attitudes to domestic 
questions dating from this period still survive, and 
influence economic policy even in countries where 
industrial unemployment has been virtually non- 
existent for the last 15 years. The attitude taken 
towards imports of products with a high labour con- 
tent from low-wage countries is one more example of 
such a survival of restrictive attitudes, which become 
meaningless in a period where the main concern is with 
labour shortages and the danger of wage inflation. 
One of the ways to counter labour shortages and wage 
inflation 38 is to induce a transfer of highly paid 


37 See Chapter 5. 


38 А general discussion of these problems is found in 
Chapters 3 and 5 of this SURVEY. 


European labour to capital-intensive production with 
high labour productivity; and it is paradoxical that 
outdated restrictive attitudes towards cheap imports 
should, via their effects on the purchasing power 
of overseas countries, become a hindrance to the 
expansion of exactly that type of exports and pro- 
duction. 


There has been little public discussion in western 
Europe of the questions of principle involved in the 
decisions concerning Japan which were recently taken 
in the GATT. Both employers and workers in western 
Europe, as well as their governments, are naturally 
conscious of their short-term interest in avoiding 
painful readjustments to new and efficient competition. 
There is thus a tendency to overlook the long-term 
advantages of free imports and international specializa- 
tion, which are so frequently invoked when the 
question is one of gaining entry for European products 
into the United States market against barriers based 
on the same arguments against cheap labour as have 
been used by European countries in relation to Japan. 
The way to integrate the western European economy 
into world trade in the coming age of consumer 
durables and synthetics is to take advantage of the 
fact that labour can be bought more cheaply outside 
Europe than in Europe. It should therefore be 
possible, with advantage to both sides, to devise a 
policy of gradual transfer of European labour to 
industries in which productivity is high and rising. 
Only such industries can meet the demands of 
European workers for steadily increasing living 
standards without needing the help of protective 
devices which reduce the rea! income of the economy 
as a whole. 
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Chapter 2 


INTRODUCTION TO THE INVESTMENT PROBLEMS 
OF WESTERN EUROPE 


1. BASIC CONSIDERATIONS 


The desirability of investment 


The main reasons why it is thought to be desirable 
for a country to accumulate capital resources are 
briefly set forth below. They are generally regarded 
as adding up to a strong case for the application to 
investment of a fairly high proportion of a country’s 
output. Such investment has to cover both the 
improvement of dwelling accommodation, of the social 
services and the like, and the expansion and improve- 
ment of productive equipment. It also has to cover 
any favourable balance of payments on current 
account, and any progressive increase of stocks, such 
as will be called for by a growing national product. 


In this and the following two chapters it is assumed 
that in most countries of western Europe an immedi- 
ately relevant question is what would be involved in 
securing an improvement on the existing rate of net 
investment, or, where the maintenance of the existing 
rate of investment gives rise to difficulties, what form 
the difficulties take and whether there are suitable ways 
of overcoming them. It should be emphasized at the 
outset that the question of the desirable rate of invest- 
ment, and also the question of the desirable composi- 
tion of investment, are entirely matters of degree. 
The factual data discussed in this chapter indicate how 
greatly the countries of western Europe differ from 


one’ another in the proportions of _of national product 
they devote to investment and $! шоге in the 
proportions allocated to particular forms of invest- 
ment. The existing stock of capital per head-varies 
“widely between one country and another; and there 
are also very wide variations in the applicability of 
- the various reasons for investment enumerated below. 
Finally, the attainment of a higher rate of investment 
would involve different degrees of current sacrifice 
—this depending, among other factors, on the extent 
of the pressure exercised by demand on productive 
resources and on the balance-of-payments position. 
In so far as current sacrifice is involved, the question 
which should be put is not only whether a higher rate 
of investment is desirable (or whether the maintenance 


of the existing rate of investment should be aimed at), 
but also whether, as a means of providing current 
alleviation, a lower rate of investment should be 
accepted. The decision in any country as to the right 
point of balance is a matter of judgement and not one 
calling for dogmatic statement. 


The main considerations which may call for a high 
level of net investment are the following: 


(1) If the population is increasing, it is necessary 
to make provision for an expanding stock of-capital 
in the form of dwellings, social capital, productive 
equipment, stocks of commodities and other-kinds of 
physical assets. This reason for investment applies 
with particular force, among west:rn European coun- 
tries, to Italy, Greece, the Netherlands and Finland, 
and it has over the past few years applied with great 
force to western Germany. If the growth of popu- 
lation has already produced a surplus of manpower, 
over and above what can be employed with the existing 
physical capacity, the immediate need for a high rate 
of investment is particularly acute. 


(2) Technical pro. one sense an alternative 
to the accumulation of capital, as a means of securing 
a progressive rise of productivity and of the standard 
of living.2 But technical progress is often of such a 
character that, if left to itself, it will result in the 
development of structural unemployment. The case 
for investment then again arises as a means of avoiding 
unemployment of this type. 


(3) A country may be faced with heayy_arrears of 
maintenance and new capital formation. These arrears 
may be widespread, as a r, or they may be 
concentrated on particular sectors, such as in the 
provision of dwelling accommodation and of the social 
services, or in the provision of basic services which are 
essential for industrial expansion. Very often these 
deficiencies are localized and are bound up with 


1 See Table 57. 


2 As indicated under (9), technical progress to take place 
effectively requires a high level of investment. 


Per’. ae 


regional disparities in employment levels and standards 
of living.® 

(4) Net investment, after it has covered the require- 
ments of a growing population, provides, together 
with technical advancement, the basis for a progressive 
improvement in the standard of living. In an economy 
in which productive resources are being fully utilized, 
this prospective future improvement is in a sense 
secured at the expense of a current sacrifice. It is then 
a matter of weighing one against the other. Various 
interests are involved, but the main issue relates to 
the standard of living of the wage-earners. From the 
short-term point of view, an increase in the rate of 
accumulation of capital, at a time of full employment 
of productive resources, involves a current sacrifice 
either in terms of lower real wage-rates or in terms of 
increased restraints on consumption imposed through 
personal thrift or taxation (the use of fiscal methods 
may also serve to redistribute the burden between 
different classes of the community). This sacrifice has 
to be set against a more rapid improvement in stan- 
dards of living over the years to come. The question of 
balance which is involved is discussed in the following 
chapter. 

(5) The idea of a progressively rising standard of 
living is one which is derived partly from convention 
and not entirely from balancing future gain against 
current sacrifice. This idea is international in its scope, 
and it would be very difficult for any one country in 
isolation to avoid its implications. 


(6) Money wage rates tend to rise over the course 
of years and the rise is not very directly geared to the 
rise of productivity. If a country’s productivity lags 
behind that of its competitors and customers, it tends 
to experience a relative increase in its money costs of 
production and consequent difficulties with its balance 
of payments. There are grave objections to resorting 
too frequently to exchange depreciation as a means of 
restoring the competitive balance, and a higher rate 
of investment may avert the need for this. However, 
unless restraint on consumption exercised by personal 
thrift or taxation is intensified, a higher rate of invest- 
ment entails a stronger demand for labour, which is 
likely to show itself in a rather more rapid rise of 
money wages. Although this tendency is often 
exaggerated 5 does point to a possible conflict of 
motives.® 


3 See Economic Survey of Europe т 1954, Chapter 6. 
4 See Chapter 3, Sections 1 and 2. 
5 See Chapter 5, Section 7. 


в Cf. Е. Devons, in an article which is devoted to a critical 
discussion of most of the reasons for investment enumerated in 
the text (“ The case for investment and productivity ”, Lloyds 
Bank Review, London, October 1955). 


(7) In the process of development of the world 
economy the relative prices of different commodities 
are altered as a result of changes in relative costs of 
production and of shifts in pressure of demands on 
scarce resources. In certain phases the terms of trade 
of manufacturing countries, or of countries specialized 
in a particular type of manufacturing, may be turned 
against them as a result of technical progress and the 
more intensive use of capital elsewhere in the industries 
on which these countries rely for their exports. This 
adverse movement in the terms of trade represents an 
offset to the favourable effect on the standard of living 
of growing productivity. Normally it will be an offset 
which is no more than partial, and standards of living 
will rise progressively in spite of the adverse movement 
in the terms of trade; but, to secure a given rise in the 
standard of living, a larger growth of productivity, and 
therefore a larger amount of investment, is needed on 
account of this offset. 


(8) If a manufacturing country is to retain its posi- 
tion in world markets, frequent innovation is necessary 


_in terms both of products and of processes. If capital 


equipment is being extensively added to and not merely 
replaced, technical change of this kind is facilitated. 


(9) The same line of thought applies more generally, 
irrespective of international competition. Although, 
as has been stated, technical progress is in one sense 
an alternative to capital accumulation, greater advan- 
tage of it will be taken in an economy in which 
expansion is fairly rapid. Furthermore, in such an 
economy structural adaptation to economic changes 
takes place much more easily and more rapidly. 


(10) When utilization of productive resources, in 
terms of both physical capacity and manpower, is 
imperfect, there is no longer any question of a higher 
rate of investment involving current sacrifice (although 
measures may be necessary to safeguard the balance of 
payments). Under such conditions an increase in the 
rate of investment is desirable not only for the reasons 
here enumerated, but on account of the additional 
activity, employment and consumption which will 
result from’ it. 


(11) Finally, investment may partly take the form 
of a surplus of exports (visible and invisible) over 
imports. It is often desirable to build up a balance 
of payments and a position in world markets suffi- 
ciently favourable to allow some margin for adjust- 
ment to changes without resort to emergency measures. 
A favourable balance may be used for profitable fo- 
reign investment, or some countries may reasonably aim 
to strengthen their monetary reserves against future 
contingencies. There is also a case for building up 
balance-of-payments surpluses to finance aid (either 
loans or grants) for the development of poorer countries. 
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The scope of the study 


This chapter and the two which follow are devoted 
to the problems involved in maintaining a high level 
of investment in western Europe. They are particu- 
larly concerned with the operations of predominantly 
private-enterprise economies. In this chapter the 
course of investment in recent years is reviewed, and 
some account is given of the physical limitations to 


economic activity and of the nature of the various 
claims on productive resources. Chapter 3 is concerned 
with the questions of economic policy involved in the 
problem of maintaining or increasing investment. 
Chapter 4 is devoted to a study of the manner in 
which private investment is financed, and is concerned 
with the question how far difficulties of finance them- 
selves constitute an impediment to investment. 


2. THE DEVELOPMENT OF INVESTMENT AND ITS COMPONENTS SINCE 1950 


In most western European countries the ratio of 
gross fixed investment to gross national product has 
been higher since the war than it was before. Chart 5 
indicates for a number of these countries changes in 
the period 1950 to 1954 in the per capita volume of 
gross fixed investment and of gross national product 
as measured by index numbers based on 1938.7 The 
chart does not show the ratio of investment to national 
product but the manner in which the ratio has altered. 
For Denmark and the Netherlands the increase since 
before the war of the ratio of fixed investment to 
national product has been particularly large. The 
only country for which it has fallen is the United 
Kingdom, where, during the entire post-war period, 
a smaller share éf national product has been devoted 
to investment than in 1938. 


In the earlier post-war years high rates of invest- 
ment resulted in many countries from the special 
requirements of reconstruction and rehabilitation and 
of development of basic industries, and were often 
financed by economic aid or loans received mainly 
from the United States. During this period various 
forms of direct control over investment activity were 
operated in most western European countries. The 
object was not only to moderate scarcities, especially 
of raw materials, but also to channel investment to 
those sectors which called for priority. 


By 1950 most western European countries had 
reached—and some had greatly surpassed—the pre- 
war volume of the gross national product, as well as 
of gross fixed investment. In many of them the 
increase in the gross national product between 1950 


? The chart is constructed in such a way that any year in 
which the two quantities have increased since 1938 in the same 
proportion would be represented by a point lying on the straight 
line bisecting the angle between the two axes, and that two 
points on any line parallel to this one indicate equal propor- 
tionate changes between the years to which they refer. 


8 According to the OEEC Bulletin of General Statistics 
(November 1955), the volume of the gross national product of 
the combined OEEC member countries in 1950 was 15 per cent, 
and on a per capita basis 4 per cent, above the 1938 level. (If 
allowance is made for a drop in nationa! product from 1937 


and 1954 was slowing down.® On the other hand, in 
some of the countries where the reconstruction of 
capital equipment had not, in 1950, caught up with the 
combined effects of war destruction, war-time arrears 
of maintenance and replacement, and population 
increases, progress in the more recent years was 
more rapid. This was particularly so in western 
Germany and Italy. 


Changes in the rate of gross fixed investment 


The development in the period 1950 to 1954 1° of 
gross national product and its major components is 
shown for most of the western European countries 
in Tables 29-42 at the end of this chapter. Chart 6, 
which also includes the United States, shows the 
proportionate volume changes on a gross basis И 
(represented by index numbers) of national product 
and total fixed investment, and also of fixed productive 
investment and fixed industrial investment. Partly 
for statistical reasons, the last two categories have to 
be defined very broadly, without a completely logical 
distinction between them and other types of invest- 
ment. “ Productive investment” is here considered 
as total investment apart from the construction of 
dwellings and investment in the public administration 
sector. Thus it excludes the construction of roads, 


*o 1938 it may be correct to say that western Europe’s рег 
capita national product had by 1950 just reached the immediate 
pre-war peak.) According to the same source, the increase in 
the rate of gross investment (including stock changes) between 
1938 and 1950 was in terms of total volume 28 per cent, and on 
a per capita basis, 15 per cent. 


® According to the same OEEC source, the per capita increase 
in the gross national product for the combined member countries 
averaged about 7 per cent per annum between 1947 and 1950 
but fell to an annual rate of less than 4 per cent during the 
period 1950-1954. Corresponding annual rates of change for 
gross fixed investment might be estimated at 9 per cent, and 
slightly over 4 per cent, respectively. 


10 In a few cases provisional figures have been included for 
1955. Developments in 1955 have been discussed in Chapter I 
and are referred to below. 

11 +е., before deduction of depreciation, but excluding repair 
and maintenance, for all countries with the exception of France. 
(See note to Table 33.) 


Gross fixed investment 


CHART 5 


Change in relationship between gross national product 
and gross fixed investment 1938 to 1954 


Indices of volume per capita: 1938 = 100 
Double-logarithmic scale 
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Note. — The line for each country connects a series of points for the 
successive years 1950 to 1954. An arrowhead picks out the point for 1954. 
Each point shows the gross national product and gross fixed investment for 
the year in question. 


Sources : See Appendix С. 


which are partially productive in the relevant sense, 
while it includes investment in transport and com- 
munications and in electricity, gas and waterworks, 
which, as is emphasized below, is aimed partly at 
serving direct domestic requirements and to that 
extent is not in the relevant sense productive. In- 
dustrial investment, which forms part of the broader 
category of productive investment, is defined as 
investment in the mining, manufacturing and construc- 
tion industries.!* Productive investment and industrial 
investment are singled out for special attention 
because they are, in a very specific sense, indispensable 
to the expansion of capacity for the production of 
material things. It must be recognized, of course, 
that they may include elements not strictly relevant 
from this point of view (such as over-elaborate 


ра Investment in the construction industries—a relatively 
small item—does not of course include construction itself, which 
is an extremely large item. 


offices for company officials) and that, on the other 
hand, the construction of schools, hospitals and 
dwellings is up to a point essential from either a social 
or an economic point of view. Indeed, shortage of 
capital assets of this latter type may, on occasion, 
constitute a real bottleneck for the effective expansion 
of productive capacity. 

The significance of the movements shown in 
Chart 6 must be judged in relation to the size and 
composition of gross investment, on which data are 
given in Table 19 (summarizing the details in 
Tables 29-42 at the end of this chapter). The countries 
whic eriod 1950- e investing in 
fixed capital at relatively high rates, as a percen age of 
gross national product, were Norway, well in фе 
lead; and Finland. There follows a group of countries 
with a ratio of gross fixed investment to gross national 
product in the neighbourhood of 20 per cent. The 
members of this intermediate group are Austria, 
Denmark, western Germany, Italy, the Netherlands 
and- РО ae acaba hee aa group 
—Belgium, France, Greece, Portugal, Turkey and the 
United Kingdom—the ratio of gross fixed investment 
to gross national product was much lower, averaging 
less than 15 per cent over the period.'* 


Most countries either maintained or increased their 
rate of investment during the period 1950-1954, not 
only in absolute terms, but also in relation to gross 
national product, which was also generally rising. 
Particularly large increases both in fixed capital 
formation and in national product, as well as in the 
ratio of the first to the second, were registered in Italy. 
Western Germany showed an even faster, and roughly 


18 The average rates of gross fixed investment, as a percentage 
of gross national product, during the period 1950-1954 can be 
calculated from Tables 29-42 as follows: Norway, 30; 
Finland, 25; Austria, 20; Denmark, 17; western Germany, 21; 
Italy, 19; the Netherlands, 20; Sweden, 19; Belgium, 14; 
France, 17; Greece, 14; Portugal, 13; Turkey, 12; United 
Kingdom, 14. For France the ratio of gross fixed investment to 
gross national product is probably about 14 per cent if repairs 
and maintenance are excluded (see note to Table 33). 


4 The ratios cited are the relevant ones for the purpose of 
indicating the amount of resources devoted to the maintenance 
and expansion of the domestic stock of fixed capital in relation 
to existing levels of national product. To measure the relative 
investment effort involved, however, it would be necessary to 
consider (in addition to other things, such as the relative level of 
per capita income) the surplus or deficit on the balance of pay- 
ments as well as changes in stocks. On this basis, the ratios for 
Norway, Italy and Greece, for instance, would be considerably 
reduced, since these countries were all receiving substantial 
foreign aid during the period as reflected in their deficits on 
current account. On the other hand, the ratios for Finland and 
western Germany would be appreciably higher, since both were 
running balance-of-payments surpluses and, in western Germany, 
stocks were also being rapidly increased. Similarly, the ratio 
would be somewhat higher for the United Kingdom, which had 
a small surplus on current account and some stock accumulation 
over the period. 


CHART 6 


: Gross national product and gross fixed investment 
in selected western European countries and the United States 


Index numbers of volume : 1951 = 100 
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Public administration. ....... —4 —14 —5 —6 —26 12 —1 —16 +6 —5 — 
РЕ Пе. +7 — +7 +425 +43 20 +6 +5 —l + +21 
За eee: kes cere. OE р +15 —3 -10 +31 +31 100 —10 —4 +7 +5 —3 
Егапсе Western Germany 
Agriculture, forestry and fishing . . . +2 +6 +14 10 +7 —10 +2 +12 +10 
Mining, manufacturing and 
СОСО о. —5 — —1 24 +4 —1 +12 +7 +23 
Mradevand other services ...... +7 +8 +14 6 +13 —5 +19 +12 +43 
Transport and communications sr +8 +25 16 — —3 +14 +19 +32 
Electricity, gas- and waterworks —12 +4 —1 9 +16 +13 +1! +7 +56 
Publiccadministrationyaen ese eee ee: = a +5 +15 +34 11 —2 +2 +23 +4 +28 
Dwellingstiae oe о бе +28 +9 +6 +19 +46 24 +15 +11 +23 +19 +87 
Totalon ay fe Se ears +7 —4 ap +9 +19 100 +8 +2 +15 +12 +41 


Netherlands 

Agriculture, forestry and fishing . . . +15 
Mining, manufacturing and 

ВЕН во ооо +16 
Trade and other services ...... or oe AAO mre or ul +71 
Transport and communications +6 
Electricity, gas- and waterworks +6 
Вос ато ао eee aes —10 — +56 —21 +37 
Шао Пк ka eer ae 


Source : See Tables 29 to 42. 
Derived from national statistics. 


proportionate, rise in fixed investment and in national 
product.* Some of the countries, including the United 
Kingdom, in which the share of fixed investment in 


* The ratio fell very slightly, but this was not true of the ratio 
of total investment to national product, which rose considerably 
in line with changes in stocks and the increase in the balance-of- 
payments surplus, 


Ь Increases from 1951 to 1954 for Finland and from 1952 to 1955 for France. From 1950 to 1954, 
total fixed investment increased by 30 per cent for Finland and by 12 per cent for France. 


national product was low, succeeded in reaching 
moderately higher ratios by the end of the period, but 
there were two outstanding exceptions. Both in Greece 
and in Belgium fixed investment fell in relation to 
national product. In Belgium it fell even in absolute 
terms, and in Greece the volume was about the same 
in 1954 asin 1950. The national product nevertheless 


f gross fixed investment by sectors 1950-1954 


a 


Change from Change from 


Average 
distribution 
195 


Average 
distribution 


о 1951 1952 1953 1950 1950 — 1951 1952 — 1953 1950 1950 Sector 
| ae to to to i to to to to to to 
1953 1954 1954 1951 1952 1953 1954 19545 1954 с 
Denmark Finland 
Be es ен. +6 14 ЗА 6) еб 13 Agriculture, forestry and fishing 
1 Mining, manufacturing and 
: Е 9 +8 27 .. +74 —104 +424| +384| 264 construction 
i. — —2 +3 —1 U 2» 15 “=37 +27 —32 7 Trade and other services 
р 15) Е +5 +33 22 ПЕ 17-20 =f И! 12 Transport and communications 
—5 —2 —18 —29 5 6 ah .. ik ты ie Electricity, gas- and waterworks 
4 +5 +30 +23 +63 9 .. +20 +429 —2 +52 15 Public administration 
1 +4 +18 +12 +23 16 В +4 +12 +1 +18 27 Dwellings 
2 +3 +8 +7 +17 100 +11 +7 —2 +11 +17 100 Total 
ор 
Greece Italy 
7 —36 +1 +14 —31 9 +36 —1 +14 +410 +68 13 Agriculture, forestry and fishing 
Pad Mining, manufacturing and 
3 —4 —34 —9 —45 19 +18 +12 —6 —2 +22 26 construction 
1 +4 427 -39 —21 20 +18 +2 —1 +411 +32 6 Trade and other services 
3 —25 +44 +62 —17 13 —7 +12 +15 +9 +29 15 Transport and communications 
4 —25 +54 +42 | +444 10 +2 —6 —6 +20 +8 9 Electricity, gas- and waterworks 
8 +441 +9 —47 — 64 4 —3 +15 421 —10 +23 11 Public administration 
3 —4 426 +39 +30 25 +10 +28 +9 +17 +79 20 Dwellings 
1 —8 +16 +20 +1 100 +11 +11 +6 +6 +38 100 Total 
Sweden United Kingdom 
2 —2 — +5 —1 7 —6 —18 +4 +3 д Agriculture, forestry and fishing 
Mining, manufacturing and 
5 -15 -—-10 +26 —7 23 +3 —2 +2 +5 31 construction 
2 —8 +80 +47 | +138 2 —10 —16 +16 +14 8 Trade and other services 
1 +2 +30 —1 +59 25 —13 —8 +26 +1 12 Transport and communications 
1 +41 +415 +1 +46 9 —1 —2 +9 +12 12 Electricity, gas- and waterworks 
3 +17 +29 422 +79 10 +2 —4 +2 +4 10 Public administration 
0 +1 +18 +15 +24 24 +1 422 +26 +1 23 Dwellings 
1 +1 +15 +12 +29 100 —2 — +12 5 100 Total 


rage distribution 1951 to 1954 for Finland and 1952 to 1955 for France. d Including electricity, gas- and waterworks. 


rose by nearly one-third in Greece between 1950 and Korean war and its termination was particularly 
1954, but only by 12 per cent in Belgium. pronounced in investment activity. 


As is to be expected, the yearly fluctuations in the 16 Although the same basic international factors influenced 


volume of fixed investment have on the whole been the individual countries, differences in economic ны. aod 
. ; policy tended to shift the investment peak between 1950 and 1951. 
much more marked than those in gross national There would probably be a higher degree of correspondence if 


product. The cyclical pattern associated with the quarterly or half-yearly data were available for use. 
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Most countries suffered an absolute decline in the 
rate of fixed investment in the course of 1951 and 
1952,17 though in Austria and Finland the low point 
was not reached until 1953. These set-backs in the 
rate of fixed investment were accompanied, except in 
France, by a simultaneous drop in the relative 
share in national product of private сопзитрноп.18 
The expansion of total public consumption, on the 
other hand, which has been considerable over the 
whole period, relatively as well as in absolute volume, 
was concentrated in the years 1951 and 1952. This 
mainly represents the growth of defence expenditure. 
The volume of public civil consumption showed no 
considerable increase during these years except in 
Austria, western Germany and Italy. Subsequently, 
the increase in private consumption has been roughly 
in line with the growth of the national product,!® and 
the slowing down of the growth of defence expenditure 
has opened the way in several countries to some 
increase in public civil consumption. 


After the decline or faltering in the progress of 
fixed investment, there started in 1953 a marked 
recovery and expansion. This expansion has continued 
into 1955 and even accelerated in the United Kingdom, 
western Germany and Italy. But, as has been shown 
in Chapter 1, in many other countries the rate of in- 
crease in fixed investment has recently slowed down. 
This slowing down has been partly due to limitations of 
manpower, physical capacity and materials and partly 
to the various measures taken to reduce the pressure 
on resources, which have been predominantly aimed at 
restraining investment. 


Changes in the composition of gross fixed investment 


Investment in the construction of dwellings and in 
the public administration 5е;; been 
defined аз investment other than productive invest- 
ment—accounts for a high proportion of total fixed 
investment: in most countries it accounts for about 
one-third, in Denmark and Norway for rather less and 
in Belgium and Finland for more. In most countries 
this share has increased throughout the period.” 


17 The chief exceptions, among the countries with high or 
moderate investment rates, were Norway, western Germany and 
Italy, while Portugal, at a much lower level, also showed a 
continuous increase. In western Germany there was, even so, a 
marked levelling off, though no absolute decline, in fixed invest- 
ment in 1952. 


j и It is true that the figures for Finland also show a rela- 
tive increase in private consumption, but it is to be observed 
that Finland’s consumption figures include changes in stocks. 


1? See also World Economic Report 1953-54, United Nations, 
p. 30. 


“se The composition of fixed investment, as well as changes in 
the main components over the period 1950-1954, may be seen 
in Table 19 (supplemented by Tables 29-42). It will be noted 


The outstanding characteristic of the development 
of fixed investment has been the dominant role of 
construction of dwellings. The persistent growth of 
total fixed investment during the earlier part of the 
period in Italy, western Germany and Norway owes 
much to the fact that in these countries the construc- 
tion of dwellings was already growing rapidly at the 
beginning of the period. Indeed, in western Germany 
nearly every other form of investment showed an 
absolute decline in 1952. In several other countries, 
too, there was a progressive growth of housing 
construction, and this partially offset the decline in 
productive investment which occurred in the years 
1951 and 1952. On the other hand, in Denmark, 
Sweden and the Netherlands construction of dwellings 
fell sharply between 1950 and 1951 and showed only 
a modest recovery in 1952, and in Greece it continued 
to fall until 1953. №, 


In all the countries except Norway, Finland and 
the United Kingdom, the construction of dwellings 
continued to expand in 1954, in most cases at a rapid 
rate. In Austria, Belgium, France, Greece and Italy 
there was actually a marked spurt in housing con- 
struction in 1954, but in the other countries as well 
(with the exception of Norway, Finland and the United 
Kingdom) the pressure of demand from this source 
continued to increase in 1954 just at a time when 
pressure on resources, both of the building industry 
and of the economy as a whole, was increasing heavily 
from all quarters. Though construction of dwellings 
has generally declined in 1955, it had got into its stride 


resources—and for some countries very serious сот- 
petition—with productive investment, the tempo of 
which is so much dependent on the mood of business 
men rather than on central decisions. Investment in 
the public administration sector in Denmark, Sweden 
and Norway also took up a considerable share of the 
increase in total fixed investment in 1953 and 1954. 


Because of the prominent role played by investment 
in dwellings and in the public administration sector, 
fixed productive investment showed a much less 
pronounced increase over the period than total fixed 
investment, as may be seen by reference to Chart 6. 
For Belgium, France and the United Kingdom the 
change in the rate of productive fixed investment over 
the period as a whole was not appreciable, and for 
Greece there was an absolute fall. For nearly all 
these countries, however, there was a marked recovery 
in the rate of productive investment in 1954. While 


that fixed investment is divided into seven main categories, of 
which the first five constitute what is here considered as “ pro- 
ductive investment ” and (within this group) the second corre- 
sponds to “ industrial investment ”. 


Ai 


the recovery in total fixed investment in 1953 mainly 
took the form of an increase in housing construction 
and of higher investment in the public administration 
sector, the expansion in 1954, which was more 
directly geared to the improvement in the economic 
climate after the recovery in the United States, covered 
productive investment to a substantial degree, par- 
ticularly in the mining, manufacturing and building 
industries. Exceptions to this pattern are Greece and 
Italy, where the rate of investment in these industries 
continued to fall in 1954. 


The role and behaviour of fixed investment in the 
key sector of “industrial investment” (limited, as 
here defined, to the mining, manufacturing and 
construction industries) has varied widely between 
countries according to their economic structure and 
course of development. The share of gross fixed in- 
vestment accounted for by this sector during the 
period 1950 to 1954 was close to one-third in Austria, 
western Germany and the United Kingdom; it was 
about one-fourth in Denmark, Sweden, Italy, Finland 
and France, and about one-fifth in Norway and 
Greece.*4_ In most countries industrial investment 
is the sector subject to the greatest year-to-year 
fluctuations. In only a few countries was there any 
significant rise over the period as a whole in the 
rate of industrial fixed investment, and only in 
Austria and Finland did industry take more than its 
proportionate share of the increase in total fixed 
investment between 1950 and 1954. In some countries, 
including Belgium, Greece and Sweden (where the 
absolute volume of industrial investment declined), 
the share of industrial investment fell substantially 
over the period. 


The total volume of industrial investment was 
extremely stable 1 ni | throughout 


the period, though there were considerable shifts 
within this sector. Investment in coal-mining ex- 
panded rapidly, and in the engineering industries it 
was maintained, while investment in many consumer 
goods industries fell until 1954. In most other coun- 
tries the pattern of industrial investment changed con- 
siderably in the course of the period. Table 20 throws 
some light on the changes in the pattern of investment 
in manufacturing industry. In Norway the increase in 
industrial investment since 1952 has been concen- 
trated in the state-owned steelworks. In western 
Germany, Denmark and the Netherlands there was a 
rapid expansion of investment in the metal and the 
engineering industries; while in Belgium, France and 
Sweden the share of these industries in total investment 
in manufacturing industry seems to have remained 


21 For the other countries the necessary data are not available. 


TABLE 20 


Gross investment in metal and engineering industries 
as percentage of total investment in manufacturing 


Estimates based on values in current prices 


Country 1950 1951 1952 1953 1954 
Belgie ee 44 43 42 44 Be 
Denmark eee 24 27 32 33 31 
Rranceigea а Re see 62 62 62 
Western Germany .. . 32% 40447. 50.56% 
Netherlands ane в 26 27 39 39 30 
Могла ие 32 32 35 43 40 
Swedene ges ae. mes 47 45 47 46 42 
United Kingdom ... 37 38 40 40 42 


Sources and methods : See Appendix C. 


fairly constant.22 An industry which has claimed ап 
increasing share of fixed investment in most western 
European countries is the chemicals industry. Favour- 
able world markets for products of the forestry indus- 
tries. have induced a substantial development of 
investment in these branches, particularly in Norway 
and Sweden. 


Investment in transport and communications ac- 
counts, in most countries of western Europe, for some 
10 to 15 per cent of total investment activity. In 
Norway, Sweden and Denmark, however, the share of 
this sector is much greater—roughly one-third, one- 
fourth and one-fifth, respectively, of total gross fixed 
investment. The high figure for Norway is due largely 
to the very important role of shipping in the Norwe- 
gian economy. In Sweden and Denmark there was a 
particularly rapid increase during the period, while in 
Norway the rate of investment was only slightly 
higher in 1954 than in 1950.23 


As has been stated above, investment during the 
earlier post-war years was to a relatively great extent 
concentrated on basic industries, including fuel and 
power. This was particularly the case in France. But 
during the period 1950-1954 investment in power 
plants has tended to fall in France, and also in Den- 
mark, Italy and Austria, although in the latter two 
countries there was a revival in 1954. In Norway 
both the level and the growth of investment in this 
sector would seem to have been modest in relation to 


22 In Sweden the heavy post-war investment programme in the 
steel industry was largely completed by the end of 1952. 


23 During the earlier years of this period the Government 
prohibited contracting for new ships and, in addition, Nor- 
wegian shipowners sold many ships at the favourable prices 
which then ruled. 
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the country’s great hydro-power potential. But in 
Greece, western Germany, Sweden, and the United 
Kingdom investment in the production and distribu- 
tion of electricity, gas and water has increased much 
faster than investment in industry.24 In Greece ex- 
pansion in this sector was exceptionally large, the 
intensive exploitation of power resources having in fact 
started only a few years ago. 


The nature of private investment 


The large shifts in the pattern of investment from 
1950 to 1954 have to be considered in relation to the 
fact that cyclical changes in activity during the period 
were not uniform for all sectors of production. The 
different sectors of industry were affected in succes- 
sion: the recession which followed the end of the 
Korean war started in the textile industries, followed 
by the pulp and paper, the engineering and the steel 
industries.2> This would in itself be sufficient to 
explain quite substantial changes in the pattern of 
investment. 


It also has to be borne in mind that technological 
development does not follow a stable trend, and that 
the industrial application of innovations is also 
erratic. This is a reason, particularly where private 
enterprise operates, for avoiding any rigid allocation of 
investment by firms or even by sectors. It is also in 
itself a strong reason, and one of still greater relevance 
to the present situation, for trying to avoid the need 
for restricting investment in any industry during 
periods when the incentive to invest is high. If restric- 
tion is necessary, the better course is to restrict in- 
vestment in the less productive sectors and, more 
generally, in any sectors where postponement is 
possible without involving either serious immediate 
disadvantage or the danger that by the time particular 
investment projects can be carried out the spirit of 
enterprise will have evaporated. It is where public 
enterprise operates, or where the role of the State is 
decisive, that acceleration and postponement can, 
within limits, be undertaken without serious loss. 


But it cannot be said that, in general, the contra- 
cyclical effects of public investment activity have 
выс a a 
period under review. More systematic—surveys of 
private investment intentions 26 should enable govern- 
ments to time their own investment activities, as well 
as their investment policies generally, to better effect— 


oe It has been seen that, in addition, British investment in 
coal-mining increased considerably. 


35 See Economic Survey of Europe т 1954, Chapter 1. 


2° Cf. “ Short-term business indicators in western Europe ”, 
Economic Bulletin for Europe, Vol. 7, No. 3. 


to cut back earlier, for example, on housing construc- 
tion in a boom so as to leave more room for the 
expansion of private investment in industry. 


A comparison in physical terms of investment and con- 
sumption in four countries 


On the basis of a study undertaken for 1950 by the 
OEEC,?’ some of the results of which are projected 
forward for subsequent years in Table 21, it is pos- 
sible to make a direct comparison of consump- 
tion and investment per head of the total population 
in France, western Germany, Italy and the United 
Kingdom. In the earlier part of the period the per 


capita volume of gross ine Е 
in the United Kingdom than in western Germany; but 
the rapid expansion of investment in western Germany 
meant that already by 1953 the absolute volume was 
higher than in the United Kingdom, and by 1955 it 
was considerably higher. At the same time, the wes- 
tern German volume of private consumption per 
capita, which in 1950 was less than two-thirds that of 
the United Kingdom, improved so much that by 1954 


it was only one-quarter below that of the United King- 
dom, and in 1955 the gap narrowed further. 


Although France devoted the larger part of the 
growth of its national product to expanding consump- 
tion, western Germany is rapidly approaching the» 
French consumption standard. Gross fixed investment 
per head in western Germany had caught up with 
that of France by 1952, and it is estimated to have 
become 35 per cent higher than in France by 1955. 
Even if allowance is made for the large amount of 
investment devoted to housing construction in western 
Germany, the contrast remains noticeable. In Italy, 
despite a rapid increase during the period, the per 
capita volume of fixed investment is still small com- 
pared with that of the other countries—for example, 
only about one-half of the level in western Germany. 


The behaviour of net fixed investment 


So far it is the behaviour of gross fixed investment 
which has been analysed. The gross concept is the 
more relevant when interest is mainly focused on the 
allocation of available resources. Also, the available 
statistics are very largely presented in gross terms. 
But to assess the rate of capital accumulation it is 
necessary to estimate the annual net addition to the 
capital stock. 

According to the definition adopted in most western 
European countries, gross fixed investment covers 


7 М. Gilbert and I. Kravis, An International Comparison of 
National Products and the Purchasing Power of Currencies, 
OEEC, 1953. 
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TABLE 21 


Comparative per capita consumption and investment 
in four countries 


Valued in dollars at average 1950 European prices 


Italy France piace eh see 
Consumption 
Total 1950 283 529 423 699 


1951: 288— 550 49 — 681 
еж 50° 40-6 


Gross fixed investment 


Producers’ 1950 a 72 62 86 
durables 1951 ue 76 67 85 
1952 73 69 78 

1953 74 1b) 86 

1954 ТИ 85 90 

1955 83 102 $ 

Residential 1950 as 10 a2 25 
buildings 1951 vs 13 36 25 
1952 14 40 31 

1953 14 49 39 

1954 17 58 39 

1955 20 а 35 

Other buildings 1950 os 43 23 22 
and works 1951 БЕ 42 22, 21 
1952 36 19 21 

1953 35 23 22 

1954 36 22 24 

1955 37 с @ я 

Total fixed 1950 60 125 117 133 
Investment 1951 66 131 126 131 


1952 73 123 129 129 
1953 77 123 147 146 
1954 81 131 164 153 
1955 92 140 189 168 


Sources : 1950: М. Gilbert and I. Kravis, An International Comparison 
of National Products and the Purchasing Power of Currencies, OEEC, 1953. 
Figures for other years are extrapolations based on volume indices of invest- 
ment and consumption taken from national sources, after correction for 
population increase. For further details, see Appendix C. 


Note. — The table shows per capita consumption and investment, valued 
at average European 1950 prices. Since the same system of prices (in contrast 
to national prices) is applied to each of the four countries, inter-country 
comparison is statistically possible. This does not mean, however, that if 
another system of prices had been selected the relative position of each country 
would be unchanged. 


а Separate data for 1955 are not available; residential buildings and other 
buildings and works together amounted to $87 per head. 


all acquisitions of capital goods, including replace- 
ments. But in some countries, notably the Scandina- 
vian countries and France, gross investment includes 
also major repairs and maintenance.** For the pur- 
poses of this study an adjustment has been made to the 
figures for these countries, so as to exclude repairs 


28 The arguments commonly put forward for such inclusion 
are the following: (1) Repairs and maintenance are in consider- 
able measure an alternative to the acquisition of new capital 


and maintenance.”® The difference between gross and 
net investment is depreciation. This represents, in 
principle, the physical wear and tear of capital assets, 
together with some measure of obsolescence. In 
practice, it is not possible to estimate this on a year- 
to-year basis, and the method normally used involves 
spreading the services rendered by any individual 
capital asset over a certain period of time, usually 
according to the straight-line principle. As will be 
explained in more detail below, this is the method 
which has been adopted for Norway and for the 
United Kingdom. For these two countries detailed 
estimates of depreciation are available. In most of 
the other western European countries estimates of 
depreciation are published, and they aim at an inde- 
pendent assessment of depreciation rather than identi- 
fying actual depreciation with the allowances made for 
taxation purposes, but in many cases the estimates 
must be regarded as very rough. 


If depreciation is estimated in this way, the year-to- 
year changes in the rate of depreciation of necessity 
become small. Normally depreciation increases 
steadily—at a low rate. Thus the yearly fluctuations 
in gross investment are reflected in relatively wider fluc- 
tuations in net investment. Table 22, summarizing 
available information on net fixed investment in 
western European countries, indicates a very wide 
variation between countries in the ratio of capital 
accumulation to national product. These differences 
are to some extent due to differences in the method 
of calculating depreciation, but some of the varia- 
tions between countries are so large that they must 
be regarded as significant. In Norway and Finland 
the accumulation ratio of fixed capital is about 
20 per cent per annum, while in such established indus- 
trial countries as France, Belgium, and the United 
Kingdom it is well below 10 per cent per annum. 
Among the industrial countries, western Germany 
occupies a special position, with an accumulation 
ratio for fixed capital of about 15 per cent: this 
has to be considered against the background of the 
exceptionally large additions, since the war, to its 
labour force, for the employment of which a con- 
siderable expansion was necessary in the stock of 
capital. 


goods; for they usually result in the extension of the life of the 
asset and therefore in a postponement of its replacement. 
(2) Expenditure on repairs and maintenance is postponable. 
The necessary resources can for some time be used for other 
purposes. Hence a gross national product defined so as to 
include repairs and maintenance gives a better indication of the 
sum of goods and services available for the community than 
one which is defined so as to exclude these items. (3) Repairs 
and maintenance involve, broadly speaking, a demand for the 
same type of goods as does the acquisition of capital goods. 


29 But for the case of France see the note to Table 33. 


AA ee 


TABLE 22 


Estimated capital accumulation in Western European 
countries 


Net fixed investment as percentage of net national product 


Country 1950 1951 1952 1953 1954 
NOR Wa Yau ее 20 17 19 21 р 
ЕН 6 6 4 6% ofa в 22 21 24 20 21 
AUStria er enemrce ot eee 13 16 14 13 15 
Western Germany ... 14 14 13 14 15 
ЧЕ" оовозок ays 53 aft St 14 
Netherlands ...... 11 10 11 11 13 
Denmarks о восон 12 13 13 13 13 
Па ео: 11 11 12 12 12 
Sweden@ <> i м. 10 9 9 10 11 
GTECCOM arte а 15 10 9 8 10 
ULke yin an ene eye ee 6 y 9 9 9 
Етапсе se. eee ee. 7 8 7 a 8 
Belgiumiaa а: 8 6 6 6 6 
United Kingdom... . 5 5 5 6 6 


Sources and methods : See Appendix С. 


Note. — Countries are listed in descending order according to the rate 
of capital accumulation in 1954, 


Attention is naturally drawn to the contrast between 
the accumulation ratios in western Europe and those 
in the Soviet Union and eastern Europe, which will 
be discussed later in this SuRvey.*° Another difference 
is that in the Soviet Union and the countries of 
eastern Europe a much lower share of net fixed invest- 
ment is devoted to housing and other less directly pro- 
ductive investment—in the sense defined above— 
than is usual in western Europe. Furthermore, in the 
total of productive investment the basic industries 
take a larger share than in western Europe. This points 
to the conclusion that not only is the rate of capital 
accumulation far higher, ш felation to national 
product, in the Soviet Union and in the countries of 
eastern Europe, but also the composition of net 
invéstment in those countries is designed for the 
purpose of securing over the long run relatively high 
rates ОГ economic growth. It seems to follow that 
investment activity in western European countries 
should yield quicker returns in the form of national 
product than is the case in the Soviet Union and the 
eastern European countries, where such a large pro- 
portion of the investment takes highly durable form. 


It will be explained in a later chapter that in a grow- 
ing economy depreciation, calculated on the straight- 
line principle, over-states the extent to which equip- 
ment is discarded.*! It has to be borne in mind that 


30 Chapters 7 and 8. 
31 Chapter 7, Section 1. 


the extent of the discrepancy depends upon the age 
distribution of capital equipment, being greater when 
a high proportion is fairly new. This is, other things 
being equal, the situation when the rate of accumula- 
tion is high. It would follow that net investment, as 
here estimated, under-states the growth of capital 
assets. The higher the rate of accumulation of capital 
the greater is the discrepancy. 


On the other hand, in many of the countries of wes- 
tern Europe a substantial part of the existing stock of 
capital takes the form of very old equipment and build- 
ings, which have been retained in use beyond their 
normal span of years as a result of the pressure of 
demand on limited resources.*2 The scrapping of 
such abnormally old capital assets, which will have 
been written off completely in earlier years, represents 
a loss of capital resources which is not covered by 
depreciation as estimated. This is a factor which par- 
tially offsets the effect of rapid accumulation of capital 
assets on the relationship between net investment, as 
estimated, and the effective addition to the capital 
stock. 


In some western European countries there is a 
problem_of réconciting, cent years, a quite 
considerable expansion of national product with a 


low rate of net fixed investment—and particularly 
with what must have been a low rate of net productjye 


fixed investment. Part of the explanation no doubt 
lies in the fact, which has just been referred to, that 
net investment tends to under-state the growth of 


capital assets; but this u = is least where 


3* In this connexion a Swedish investigation into the age 
distribution of industrial machinery and buildings may be 
quoted. The figures in the table are based on a sample covering 
a small number of relatively large companies, which may be 
assumed to be relatively progressive. In commenting on the 
results of the investigation, the Director of the Swedish Institute 
for Industrial and Economic Research, Dr. Jan Wallander, has 
stated that “it is not improbable that half of the equipment in 
Swedish industry is older than 15 years, and 35-year-old machines 
are not uncommon. The variations between the individual 
plants and industry groups are very great. The industrial 
buildings are of course in most cases considerably older.” 
(Dagens Nyheter, 4 December 1955.) 


Age distribution of machinery and buildings in existence 
in 1955 in a sample of Swedish industry 


Percentages based on replacement cost in 1955 


Age Machinery Buildings 
Less than 6 years. . 27 12 
=U Sias а Si 32 
16-2507 eon ра 25 
26-35 ane 7 8 
6 ag) arse 3 9 
More than 46 ,, .. 5 14 


For western Germany an investigation of the age distribution 
of machine tools has shown that, in 1952, 30 per cent were less 
than 10 years old and 69 per cent less than 20 years old (VDMA 
Wirtschaftsbilder, Frankfurt, August 1952). At the same time, 
in the United States 58 per cent of the equipment in the engineer- 
ing industries was less than 10 years old and 79 per cent less 
than 20 years old (ibid.). 
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TABLE 23 


Gross and net fixed investment in Norway 


Millions of kroner at 1954 prices 


Gross 4 
Sector == ze 

1950 1951 1952 1953 1954 1950 1951 1952 1953 19546 

a ee ee OS i i ein 
Agriculture, forestry, fishing and whaling 753 881 819 808 872 192 276 205 203 202 
Mining and папа я оо. — . 33727241 450 143711] 526 596 500 640 599 616 
Electricity and gas . . React el ow ep 512 513 534 55 516 300 269 307 316 251 
Transport and communications 2004 5 22) 367 121653 12.752 1 108 853 822 1083 1182 
Public administration... aks. <<. s»s 695 679 709 718 849 438 422 463 500 604 
ПЕ О abc a lows L217 1 287 1 467 1577 1 560 761 823 987 1055 990 
Ро в OG Ge АИ 511 589 678 726 854 274 337 416 452 554 
АЕ: да к р se ОВО 732 802418476 38959 3669 3480 3840 4208 4399 


Sources : Nasjonalregnskap 1938 og 1948-1953, Okonomisk Utsyn over 
Aret 1955 and information supplied directly by the Central Bureau of Statistics. 


the rate of net investment is lowest. A more important 
contributing factor is the better utilization of capital 
equipment. Technical progress, including improve- 
ments in organization, must also have played a lead- 
ing part. Finally, a distinction has to be drawn be- 
tween the capital stock and productive capacity. The 
temporary retention beyond its normal life span of 
obsolete and worn-out equipment represents a contri- 
bution to productive capacity. But the contribution 
to output takes the form of high-cost production, as 
a result of the need for heavy repairs, and the capital 
value of this equipment is therefore small. In so far 
as current activity depends on the retention of this 
equipment, trouble is being stored up for the future 
because ultimately it will be discarded either for 
physical ог for financial reasons.** 


It is not possible to study the development of net 
productive investment in western European countries 
in any detail, since estimates of depreciation in indi- 


83 The following passage concerning France is relevant in this 
connexion: 

“One might wonder how consumption and exports, rapidly 
growing since 1952, could be met by a relatively small expansion 
of industrial equipment. The answer probably is that, as a 
result of achievements during the preceding period, there 
remained a margin of excess capacity in a number of sectors. It 
is likely that adaptations and reconversion enabled existing 
equipment to meet the new demand. Besides, certain production 
methods were improved without important alterations being 
made to the equipment; this enabled productivity which had 
been lagging behind to be raised. But idle capacity and improve- 
ments in productivity do not provide unlimited scope for 
expansion. Unless industrial investment is expanded at once 
the present rate of progress is liable in the near future to run up 
against shortages of productive capacity.” Rapport sur les 
comptes de la nation, 1949-1955, Imprimerie nationale, 1955, 

pp. 41, 42. 


а Including repair and maintenance. 
5 Depreciation for 1954 extrapolated by the secretariat. 


vidual sectors are available only for two countries, 
Norway and the United Kingdom. Table 23 shows 
the volume of gross and net fixed investment in Nor- 
way 3* during 1950-1954. The slow growth in the 
rate of net investment in the industrial sector is note- 
worthy. More than half of the increase in Norwe- 
gian net investment has in the past five years been 
concentrated in the “ unproductive ” sectors. Net 
investment in the construction of dwellings and in 
the public administration sector during the period has 
been equal to more than half the net investment in 
all productive sectors taken together. But during the 
immediate post-war years (1.е., prior to the period 
here studied) there had been a large increase in the 
rate of net productive investment, particularly in the 
merchant fleet and in power plants. 


For the United Kingdom there has been published 
a study of the development of net fixed investment 


34 The Norwegian method consists in comparing the stock of 
capital in two years, as wide apart as feasible, the difference 
between the two magnitudes constituting the net investment 
during the period. The stock of capital is measured in constant 
replacement cost and the quality of the capital stock is taken into 
account by means of an index for the degree of exhaustion (its 
age distribution) in each of the two years. Depreciation is 
derived as the difference between total gross investment during 
the period and net investment during the period. The depre- 
ciation is allocated to the individual years, account being taken 
of fluctuations in the degree of utilization of productive capacity. 
This is clearly necessary since the Norwegian figures for gross 
investment include the cost of repairs and maintenance. (In 
Table 38 repairs and maintenance are excluded by deducting 
20 per cent from the gross investment figures. This is the formula 
which has been suggested for bringing Norway’s gross figures 
into line with the OEEC Standardized System.) Finally, annual 
net investment for any particular year is derived as the difference 
between gross investment and depreciation for that year. 
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TABLE 24 


Gross and net fixed investment in the United Kingdom 


Millions of pounds at 1948 prices 


Net 


1938 1950 1951 1952 1953 1954 


Gross 
Sector 
1938 1950 1951 1952 1953 1954 
J Wanting в gn G om o 4 oO ИЯ) 47 46 40 37 
Manufacturing and distribution .. 474 593 595 
Coal, gas, electricity and water . . 138 198 196 
Transport and communications . . 242 201 179 
Public and social services .... . 91 71 79 
Dwellings teace. + oman) и. 474 315 318 


Sources: 1938-1953: P. Redfern, 


between 1938 and 1953.35 These calculations, which 
have been extended to 1954 and summarized in 
Table 24, suggest the following conclusions: 


(1) During the years 1950-1952 the volume of net 
fixed investment in the United Kingdom was 
appreciably lower than in 1938, and it was not until 
1954 that this level was surpassed. 


(2) The reduction in house-building compared 
with 1938 accounts for more than the whole of the 
fall in net investment. And the increase in net 
investment in the latter part of the period was almost 
entirely due to the expansion of house-building. 


(3) Net productive fixed investment was in 1950 
about 40 per cent above the 1938 level but it fell 
steeply in the following years. It recovered in 1954 
and 1955, without, however, regaining the 1950 
level. 


The data provided by the study do not lend them- 
selves to an analysis of the trend of net industrial 
investment (in mining, manufacturing and construc- 
tion). It can, however, be inferred that this sector 
showed the largest increase in 1950 over the pre-war 
level but no further increase over the period 1950 to 
1954. 


35 Philip Redfern, “ Net investment in fixed assets in the 
United Kingdom, 1938-1953 ”, Journal of the Royal Statistical 
Society, Series A, Part 2, 1955. The method used by Mr. Redfern 
consists of estimating annual gross fixed capital formation for 
each class of asset, starting as many years before 1938 as corre- 
sponds to the estimated length of life of the particular asset. 
The gross figures are expressed in terms of replacement cost by 
means of appropriate price indices. From the gross figures the 
annual depreciation is deducted according to a straight line 
formula. Net investment is finally derived as the difference 
between gross investment and annual depreciation. The value 
of the capital stock in 1938 and subsequent years is also derived 
from the data. 


“ Net investment in fixed assets in the United Kingdom 1938-1953”, Journal of the Royal Statistical Society, Series A, 
Part 2, 1955. 1954: National Income ‘and Expenditure, 1955 for gross investment. Depreciation has been extrapolated from Redfern’s series. 


It is to be expected that the rate of depreciation will 
be considerably lower for dwellings and for the public 
administration sector, where the capital consists of 
buildings, roads and similar works of high durability, 
than in the productive sectors. This is confirmed by 
the figures available for Norway and the United 
Kingdom. In Norway public administration and 
dwellings accounted during the period 1950 to 1954 
for 25 per cent of total gross fixed investment, but for 
nearly 40 per cent of all net fixed investment. In the 
United Kingdom the corresponding proportions were 
33 per cent and 45 per cent. 

What is most significant about the data for Norway 
and the United Kingdom is that the actual magnitudes 
of net productive fixed investment are so low int rela- 
tion to total gross investment, and of course still lower 
in relation to the national product. To appreciate the 
orders of magnitude involved, a hypothetical illustra- 
tion may be helpful. Let the normal growth of gross 
national product be assumed to be 3 per cent per 
annum. If the whole of this could be allocated to 
productive investment the result would in the United 
Kingdom be a doubling of net productive investment, 
and in Norway an increase by one-quarter. These 
countries are situated at the two extremes of Table 22, 
Showing the share of net fixed investment in net 
national product. It is probable that similar hypo- 
thetical calculations for other western European 
countries would produce results intermediate be- 
tween those derived for Norway and those for the 
United Kingdom. In any case it seems clear that 
even a relatively modest shift in the allocation of 


resources could have important implications for the 
rate of capital accumulation and hence for economic 
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growth. — 
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3. THE PHYSICAL LIMITATIONS SINCE 1950 


Manpower 


The development of national product and of invest- 
ment described in the preceding section did not con- 
tinuously take full advantage of available productive 
resources. The failure to do so was, of course, particu- 
larly obvious during the mild recession which followed 
the boom associated with the Korean war. Between 
_ 1951 and 1953 unemployment increased in nearly all 
western European _countries,3* western Germany 3" 
and Switzerland being notable exceptions. The fact 
that inmost countries between one-third and one-half 
of the increase in industrial production in the last 
two years is attributable to an increase in the level of 
employment 38 indicates that there has been, at any 
rate until recently, an imperfect utilization of man- 
power resources. ae 


The countries in western Europe for which figures 
are available can be divided into three groups on the 
basis of their ratios of unemployment * throughout 
the period 1949 to 1954. Sweden, Norway, Finland, 


land form-one group for-which the Tatto-was-consis= 
tently below-S-per сет. Another group consists’ of 
Denmark, Bélgium and—until recently—western Ger- 
many and Austria, where the ratio of unemployment 
remained consistently above that level. The countries 
of southern Europe belong to a third group, where 
figures for registered unemployment are high, yet 
usualty understate the position because of concealed 
unemployment or under-employment in agriculture. 
The position of France is uncertain because of the 
incompleteness of the unemployment figures,*° but it is 
probably close to that of the first group. 


But the existence of substantial unemployment is 
not a sufficient indication that production is capable 
of being considerably greater. Whereas it is a charac- 
teristic of a recession that surplus labour and surplus 
productive capacity are available side by side, there 
are several countries in which the labour supply is, or 
until recently was, in excess of what can be employed 
with the available productive capacity. In most of 
them the investment described in the preceding 
section served in part to provide a basis for the employ- 
ment of a growing labour force, and the growth of 


36 See Table 56. 


37 In western Germany there was merely a slowing down of 
the rate of increase of employment. 


38 See Tables 1 and 6. 
39 See Chapter 5, Section 1, and Table 56. 


40 Оп the French unemployment figures see Chapter 5, 
Section 1. 


employment has usually exceeded the decline in 
unemployment.*! 


The growth in industrial employment 4? has been 
made possible by shifts of labour from one sector to 
another “3 as well as by increases in the labour force 
and the absorption of the unemployed, the relative 
importance of these factors varying from one country 
to another. The Netherlands and western Germany, 
where the increases in industrial employment between 
1950 and 1955 have been of the order of 10 and 31 
per cent respectively, are both cases of structural 
adaptation of industry to the need to provide addi- 
tional employment. In the Netherlands a large natural 
increase of population “* and a shift of manpower 
from agriculture to industry lie behind the substantial 
increase in industrial employment. In western Ger- 
many the growth of capital was sufficiently. rapid and 
extenSive to absorb the vast influx of refugees and to 
achieve conditions of fairly full employment by the 
shinnSErOr195S<-Ai AG Sace РЕБЕ 9 ое 
the period in industrial employment in the United 
Kingdom is a case of labour supply increasing in 
response to growing demand. Switzerland is in a 
special category: an increase in industrial employ- 
ment of almost 20 per cent between 1950 and 1955 
was rendered possible by a flexible immigration 
policy, under which foreign labour is admitted when 
manpower shortages threaten to develop. Italy is the 
western European country in which the natural 
growth of population is most rapid,** but employment 
in industry increased by only 3 per cent over the period 
and the ratio of unemployment rose further. 


Physical capacity 


Information about the utilization of physicai 
productive capacity is scattered, and usually very 
inadequate. For the purpose of diagnosis, and in 
particular for the formulation of economic policy, it 
is of considerable importance that the supply of 
information of this kind should be improved. During 
the minor recession which followed the end of the 
Korean boom there was, of course, imperfect utiliza- 
tion not only of manpower but also of physical 
capacity. The growth of output which has occurred 
since, together with the increasing shortages of 
manpower in some western European countries, 
makes it urgent to known to what extent, in what way, 


41 See Table 56. 
42 See Table 28. 
43 These are discussed in Chapter 5, Section 4. 
44 See Table 57. 
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and in which sectors limitations of productive capacity 
are also now a restraining influence. 


In general, the pressure of demand оп productive 
resources_tends _to_be considerably heavier in the 


investment sector of each country than in its consumer 


goods sector. This difference arises not only from 
shortages of specialized labour in the building and 
engineering industries, but also from the fact that, in 
relation to requirements, productive capacity is more 
limited in the investment sector than in the consumer 
goods sector. This is borne out by the gap which has 
developed in the movements of the prices of capital 
goods and consumer goods. During the Korean war 
the former rose more than the latter. The gap has 
persisted and, in some cases, has widened considerably: 
it has become particularly wide for western Germany, 
for instance, but has remained fairly narrow in France 
and Italy. 

The significance of productive capacity as a limiting 
factor has been much greater in the provision of basic 
materials, such as steel, and basic services, such as 
transport and power, than in the ordinary run of 
manufacturing industry. Certain indications are 
available from special surveys undertaken for the 
purpose. A survey made in Austria * early in 1955 
indicates that for the production of capital goods as a 
whole there was surptus-capacity amounting to 8 per 
cent, while the corresponding figure for consumer 
goods as a whole was per cent of total capacity. 
Within the investment sector, surplus capacity was 
only 1 per cent for the production of vehicles and 
6 per cent for the engineering industries. In the 
production of electricity it was 9 per cent. 


For western Germany a regular sample survey is 
undertaken by the Munich Institut fiir Wirtschafts- 
forschung (the IFO-Institut).46 Among other purposes, 
the survey is aimed at ascertaining the proportions 
of firms which are working at what they regard as 
excessive, optimum or inadequate utilization of 
capacity. Between October 1954 and October 1955 
there was in the investment sector a movement from 
both directions towards optimum utilization, the 
result, on the one hand, of a further increase of output 
and, on the other hand, of investment in the enlarge- 
ment of capacity. It also appears that by October 1955 
productive capacity in the investment and consumer 
goods sectors was on the average being utilized to the 
same extent, whereas previously capacity in the con- 
sumer goods sector was much less fully utilized. 


“© Die Kapazitdtsreserven der Osterreichischen Industrie, 
Osterreichisches Institut fiir Wirtschaftsforschung, Vienna, 
March 1955, pp. 6-7. 


т For the latest results, see [FO-Schnelldienst, 25 November 


For France a sample of about 2,700 industrial firms 
is investigated every six months by the Institut national 
de la Statistique et des Etudes économiques.*? This 
indicates that recently 77 per cent of the firms were 
using their capacity to the extent of more than 70 
per cent, whereas a year previously 72 per cent re- 
corded this degree of utilization, and in May 1953 
only 50 per cent. It is, however, the smaller firms 
which tend to work well below capacity. If the 
sample is assessed in terms of the volume of produc- 
tion, it appears that recently about nine-tenths of total 
production was in firms working their capacity to the 
extent of over 70 per cent; three-quarters of production 
involved capacity utilization to the extent of more 
than 80 per cent, and half of all production was in 
firms working their capacity to the extent of over 
90 per cent. 


The use of multiple shifts 


More extensive use of multiple-shift working 
provides an obvious means of relieving a shortage of 
productive capacity. The relief is not confined to the 
type of capacity in which the extra shifts are worked. 
Perhaps more important is the resultant spreading of 
the load on the electric generating system and on the ser- 
vices of transport, particularly transport of workers. 
Furthermore, the extension of multiple-shift working 
should result in a concentration of production on the 
moreefficient plants in each industry, which would partly 
offset the higher wage costs of shift work. For all 
these reasons the effectiveness of investment would be 
increased and the need for it reduced.48 The economic 
case for multiple-shift working—both from the point 
of view of the individual employer and from that of 
the economy as a whole—is particularly strong where 
obsolescence rather than wear and tear is likely to 
prove the decisive factor limiting the life of the 
equipment. 


The social objections to multiple-shift working are, 
of course, very strong. To some extent they can be 
met by the institution of special arrangements designed 
to accommodate the way of life to this system of 
working, but these are not likely to be made unless a 
large number of firms in a particular area adopt the 
system. In many countries social legislation: and 


‘7 For the most recent results see Conjoncture et mouvement 
des affaires, November 1955, 


“в The spread of multiple-shift working in the Soviet Union 
and eastern Europe has contributed significantly to the expansion 
of production (see Chapter 7). The economies which can be 
achieved in this way are, of course, particularly important in 
countries seeking to expand output rapidly in relation to the 
capital resources available. 
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industrial agreements prohibit night work for women 
and young persons (in some cases including work in 
the early morning or late evening, thus ruling out 
double day-shift working) or allow it to take place 
only under special conditions. 


There are, of course, many industries in which 
double or triple shifts are commonly worked, either 
because continuous operations are necessary for 
technical reasons or because the tradition has become 
established. Normally, however, the social objections 
are reflected in unwillingness on the part of the 
workers themselves. 


These objections tend to be reflected in the extra 
labour cost involved in shift work, though the differ- 
ential seems to be smaller, as might be expected, in 
countries where there is chronic unemployment and 
the resistance of the workers to multiple-shift working 
is weak. In the United Kingdom the bonus offered 
for shift work varies from industry to industry de- 
pending on the extent to which it is customary in that 
industry. No bonus is paid in industries where con- 
tinuous operation is normal, but where shift work is 
not common, for example, in cotton spinning, the 
bonus may be as much as 20 per cent on the wage. 
In France the differential appears to be very high 
indeed, varying between 50 and 100 per cent, but the 
effective differential on the average worker’s total 
income (including family allowances) must be con- 
siderably lower. In Italy the differential averages 
about 8 per cent. 


The economic case for the introduction of shift 


working is strongest when it is expected that, ‘for 


some time to come, demand will press heavily on 
productive capacity, especially ii the investment goods 
industries and basic services. But if capacity in general 


is in fact adequate to keep the labour force fully 


employed in the traditional шаппег, it will be 
difficult for governments or individual employers to 
persuade particular groups of workers to change to a 
multiple-shift system. It will not be sufficient simply 
to demonstrate that the change would permit con- 
sumption to take a greater share of total output in 
the future than would be possible if more investment 
in the expansion of capacity were required: con- 
siderable immediate financial inducements are likely 
to be needed. Future savings in capital costs may in 
some cases be sufficient to compensate employers for 
increased wage costs: power charges differentiating 
sharply between peak and off-peak periods could be 
an important additional offsetting factor. 

Information about the extent of shift working in 
western Europe is scanty. It is sufficient, however, to 
indicate that, outside the industries in which it has 
long been the tradition or is technically necessary, the 
extent of shift working is small. In France the results 
of a recent sample survey °° indicate that 60 per cent 
of the firms were working on single shifts, 11 per cent 
on double shifts, 9 per cent on triple shifts, and that 
in 20 per cent of the firms additional shifts were 
worked in a section of each establishment. It appears 
that both in the United Kingdom * and in France, as 
also in Italy,®? multiple-shift working is more common 
in large firms than in small ones. 


49 Under such conditions the case for shift working is, of 
course, weaker, though significant economies could still be 
obtained by the concentration of production in the more modern 
and efficient plants and the closing down of outmoded units. 

50 The Institut national de la Statistique et des Etudes écono- 
miques has included questions on shift work in its last six- 
monthly sample survey. The results are published in Con- 
joncture et mouvement des affaires, November 1955. 

51 In the United Kingdom research in this field is being 
undertaken by the Industrial Research Group of the University 
of Cambridge, with the help of Conditional Aid Funds. 


52 See Lavorazioni a piu turni, Progredi S.A., Milan, July 1955. 


4. THE COMPETING CLAIMS OF CONSUMPTION 


The growth of private consumption in the western 
European countries since 1950 is shown in Tables 29 
to 42 at the end of this chapter, and Table 21 
presents a more vivid picture of the part played 
< by rising per capita consumption in Italy, France, 
western Germany and the United Kingdom. The 
major influences on the level of consumption are 
the level of real wage rates, the levels of employment 
and unemployment, and the distribution of income 
between sectors and the degree of thrift exercised 
by different classes of the community. A satis- 
factory investigation of the causes of differences in 
consumption levels, both as between countries and 


4 


as between different points of time, would have to 
be extremely elaborate: what follows here is an 
attempt to throw light on some of the main factors 
involved. 


Statistics of saving 


An examination of the composition of national 
saving is of value for this purpose. Figures of total 
saving are only a repetition of figures of total invest- 
ment. The question whether the obstacle to a country’s 
domestic investment running at a higher rate lies in 
the competing claims of consumption entails an 
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TABLE 25 
Trend and sources of net saving 
Percentages 
АИ 
8 sy Ss oe Е 2 # Е ы 
о Пи 
72) om oe : [= 
Е во 38 2 2 &B BO Ba eee ees 
Total net saving as percentage я ы 
of net national product 
О окей ax 15 9 13 4 
5 5 
1948 а BER 18 13 12 oe 
1949 (> oer У as 5 = i 17 13 14 10 a 8 5 Be 
ОБЕ” copes 23 15 13 10 17 14 13 13 10 11 11 “ 5 ве — 
Oh} eee tens ee 28 21 15 14 22 12 9 8 11 10 6 5 2 
ии 22 19 16 15 19 14 13 8 8 10 6 6 1 
195324 еее 22 20 18 14 14 14 10 Е. 9 7 7 Я. 5 
1954 И 23 20 18 15 14 12 10 10 11 8 8 6 2 


Sources of saving аз percentage 
of total saving 


Public authorities 


Sources : See Appendix С. 


Note. — Countries are arranged according to the rate of net saving in 
1954, but no great importance can be attached to small differences between 
countries, 


8 In Finland and possibly Turkey total saving does not allow for changes 
in stocks, which are treated as part of consumption. 


Ь The allocation of private saving between persons and companies is not 
available or cannot be made. 


с In the Netherlands, saving by the public authorities includes the addition to 
all insurance funds and not only to compulsory insurance funds. The 
percentages for saving by public authorities are to this extent inflated, and 
the corresponding percentages for private saving understated. 


4 For Norway and Sweden the series beginning in 1950 are not comparable 
with the series for earlier years, which are calculated on a different basis, 
For further details, see Appendix C. 


е Personal saving includes saving by individual (unincorporated) enterprises. 


enquiry into the operation of the physical limitations 53 
—manpower, productive capacity and natural resour- 
ces—and into the behaviour of the balance of pay- 
ments. The figures of total net saving, presented as a 
percentage of net national product in the upper part 
of Table 25, have, however, an interest in that, unlike 
those in Table 22 which is confined to fixed invest- 
ment, they take account of the balance of payments, 
and also of stock changes. A comparison of the 
relevant figures in Table 22 and Table 25 will reflect, 
for example, the extent of the dependence of Greece 
on foreign financial assistance rather than on domestic 
saving for carrying out domestic investment, the extent 
to which the domestic resources of Norway and of 
Italy have been supplemented by borrowing abroad 
to finance an excess of imports over exports, and the 
extent to which western Germany has been devoting 
its saving to building up claims on other countries in 
addition to domestic investment (including a consider- 
able building up of stocks). 


Table 25, unlike Table 22, goes back to 1948 for 
some countries; and for four countries a comparison 
is possible with 1938. This indicates a considerable 
rise since before the war in the ratio of saving to 
national income in Denmark, some rise in the United 
Kingdom ** and in Norway, and little change in 
Sweden. 


The lower part of Table 25 presents such data as 
are available about the composition of saving. 
Any such statistical analysis is bound to rest on weak 
foundations in the existing state of information on 
saving in most countries. In particular, the figure 
for personal saving is usually derived as a residual 


58 See Chapter 3, Section 4. 


54 In the United Kingdom 1938 was a year of recession and a 
comparison with 1937, for example, would probably be less 
flattering to the post-war trend of investment and saving in 
relation to national product. 


55 The concept of saving used in constructing the table is that 
of the Standardized System of the OEEC. The principle, ex- 
plained in Appendix С, is that saving by public authorities 15 the 
excess of current revenue over current expenditure (including 
total outlay on defence) of central and local governments and the 
compulsory social security funds; company saving 15 the net 
undistributed profits of companies; and personal saving is the 
excess of disposable personal income over expenditure on con- 
sumption (including motor-cars), but the undistributed profits 
of unincorporated enterprises have to be included under personal 
saving. In all cases figures are net of depreciation. The methods 
of estimating depreciation are described in Section 2. The divi- 
sion of total depreciation between the three sectors adds to the 
unreliability of the estimates. 

The figures shown in Table 43 cover the current revenue and 
expenditure of the central government only. Mainly for this 
reason, but partly on account of differences of definition and 
data used, they differ considerably from the figures for public 


saving used here. 
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and is therefore subject to a wide margin of еггог.58 


The importance_of public saving is the outstanding 
feature which emerges from the table? In The coun. 
tries for which data are available, it plays a negligible 
part, over the post-war years taken together, only 
in Belgium and France. The year-to-year fluctuations 
probably lack much statistical significance, but the 
persistent negative trends for Belgium and France 
are Striking. It is tempting to attribute to this fact part 
of the responsibility for the rather low rates of capital 
accumulation in these two countries. But it will be 
suggested in the next chapter that in Belgium, and until 
recently in France, the low level of investment has to 
be explained in terms of lack of stimulus and incentive 
rather than of inadequacy of saving. The only figure 
available for Italy suggests that public saving has 
played a very minor role, and here some causal respon- 
sibility for a low rate of capital accumulation can 
be imputed. 


In Denmark, public saving seems to play quite an 
important part, as it did before the war. In the United 
Kingdom, public saving was very important some 
years ago (without being obviously reflected in the 
rate of accumulation of capital) but has dwindled 
away. In western Germany, on the other hand, it has 
been growing rapidly and is now a major constituent 
of the high rate of total saving.6® In Austria also, 
public authorities have accounted for a considerable 
part of the country’s saving. Apart from western 


Germany and Austria, the i t 
inland 


rates of savin . 
Norway and the Netherlands. The table shows that 


public saving is very important in these countries, 
although in the Netherl | ive i ce 


is diminishing. 

The figures for company saving do not, for most of 
the countries taken individually, reflect any pronounced 
trend; and the year-to-year fluctuations in the propor- 
tion of company saving to total saving are considerable. 
There are large differences between countries. Austria 
has been moving rapidly from the category of high 
corporate savers (including Sweden, the United King- 
dom, and, in a more modest way, France and perhaps 
Italy) to the lower category (Belgium and Denmark). 
The relationship between company saving and 


56 The figures for personal saving in the United Kingdom have 
been investigated by Mr. C. T. Saunders in a paper read before 
the Manchester Statistical Society, 10 November 1954, “ Some 
problems in the estimation of personal savings and investment ”, 
Review of Economic Studies, 1954/55, No. 58. See also National 
Income and Expenditure, 1955, Table 27. 


57 This is discussed further in Chapter 3, Section 5. 


58 This is largely the result of the accumulation of unspent 
balances of occupation costs. 
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investment by companies will be discussed in a later 
chapter.®® 


Considerable attention has been devoted in various 
countries to the behaviour of personal saving in recent 
years. The reason lies partly in the quantitative 
importance of the contribution of personal saving to 
the total, partly in the idea, critically discussed in a 
later chapter,®° that personal saving is qualitatively 
superior to the other two kinds. A number of reasons 
are in fact adduced for believing that it is objectionable 
to rely extensively on public 81 and company ® saving. 
A thorough study of personal saving would have to 
compare personal savings with personal incomes, and 
this is not attempted here. Nevertheless, the figures 
in Table 25, limited in range as they are, can throw 
some light on the suggestion that there has in recent 
years been a marked growth of personal thrift. The 
figures for the United Kingdom show most clearly a 
very remarkable change which took place in 1952. 
A considerable increase in personal saving has occurred 
in other countries also. In Belgium it began as early 
as 1950; in Austria in 1951; and in western Germany 
in 1952.63 There is some evidence that a similar 
development took place in the Netherlands also in 
И 


The progressive reduction in the burden of taxation, 
the rise of real Wages, and to some-extent-the—-more 
generous _distribution—-of dividends out of-company 


59 Chapter 4, Sections 2 and 3. 
60 Chapter 4, Section 3. 


1 Particularly because of the disincentive effects of heavy 
taxation. 


62 See Chapter 4, Sections 2 and 3, for a discussion of the 
effects of a high degree of retention of company profits. 


88 The ratio of personal saving to net national product has 
in general fluctuated less widely than has the share of personal 
saving in total saving as shown in Table 25. As a ratio of the 
net national product, personal saving in six western European 
countries has moved as follows since 1949: 


cereal Belgium ae Austria France Denmark 
1949 -1 3 7 8 
1950 —2 i 3 — 7 7 
1951 —1 4 3 3 5 7 
1952 3 9 4 6 5 9 
1953 3 8 5 4 5 
1954 3 8 5 6 


Source: The figures are derived from Table 25, except for western Сег- 
many, where the total for personal saving was taken from Table 26: the figures 
for western Germany under-state personal saving for the reasons explained in 
footnote b to Table 26. 


In Belgium and France the accumulation of stocks by con- 
sumers in 1951 was at the temporary expense of saving. The 
fact that the revival of personal saving in the United Kingdom 
was delayed until 1952 may have a similar explanation. 


64 J. С. Wijnmaalen, “ De besparingen van de Nederlandse 
Volkshuishouding voor en na de Oorlog”, Centraal Plan- 
bureau, overdrukken No. 26, and B. Pruijt and J. B. Brezet, 
“Excess of capital in the Netherlands ?”, Quarterly Review, 
Amsterdamsche Bank, No. 109, second quarter 1955, p. 2. 


profits,®° must all have contributed to the growth of 
personal saving.® The initial rise in the rate in most 
countries, however, must also have been partly the 
result of the completion of the rebuilding of con- 
sumers’ stocks depleted during the war. It has also 
been suggested that in some countries the greater 
stability of prices in recent years, and indeed a growing 
feeling of confidence in the stability of the price level, 
has been an important factor in the growth of personal 
saving. The relevant statistical evidence is meagre and 
not conclusive. In Belgium, where prices remained 
stable, personal saving did increase over the period as 
a whole. In western Germany, too, a rising rate of 
saving has coincided with a period of price stability, 
but other factors such as the rising income level may 
well have been more important. In the United King- 
dom, saving has remained at the higher level reached 
in 1952, while the price level has continued to drift 
upwards. Elsewhere the picture is still less revealing. 


Further evidence is, however, provided by the extent 
to which additions to individuals’ wealth have involved 
the acquisition of assets whose value is fixed in terms 
of money. Some figures on this subject are presented 
in Table 26 for five of the countries of western Europe. 
They are indicative rather than comprehensive. They 
do show, however, how large is the annual accumula- 
tion of savings accounts, and the like, compared with 
total personal saving, in Belgium, France, western 
Germany, and the United Kingdom 87 (but not in 
Denmark). It is not possible to establish to what 
extent the expansion of savings accounts has been 
effected directly out of new saving and to what extent 
it has been the result of switches out of other forms of 
wealth previously accumulated. But it seems clear that 
a high proportion of the expansion reflects the manner 
in which new saving has been applied. 

The payment of life insurance premiums (together 
with contributions to pension funds) is seen to play 
a very prominent role in the United Kingdom and 
important roles in western Germany and Belgium. 
In these countries, at least, it would appear that a very 


85 See Chapter 4, Section 2. 


в As is emphasized elsewhere, a transfer to the personal 
sector from the public sector (as a result of tax concessions) 
and from the company sector (as a result of the payment of 
higher dividends) is likely to be achieved at the expense of an 
increase of consumption and therefore of a reduction in the 
aggregate of national saving. 


87 It should be noted that the table shows only two forms of 
personal saving and omits many other ways in which savings 
are accumulated in forms of wealth which are fixed in terms of 
money—e.g., securities and time deposits. There are also in some 
cases large unidentified residuals. In particular, the large increase 
in net personal saving in the United Kingdom from 1951 to 1952 
cannot be accounted for by additions to savings accounts and 
life insurance funds, and must have occurred in other types of 
personal saving. 


TABLE 26 


Yearly increase of savings accounts and of 
life insurance funds 


National currencies 


Savings Life Net 
Country accounts а insurance personal 
funds¢ saving 


United Kingdom . . 1948 104 211 —226 
(Millions of 1949 158 230 —179 
pounds) 1950 103 262 —242 

1951 98 301 —146 
1952 38 342 437 
1953 112 381 555 
1954 303 427 493 
Не os 1950 181 18 589 
(Billions of francs) 1951 154 23 495 
1952 200 26 660 
1953 278 28 622 
1954 392 841 

Western Germany В 1950 1 000 800 2 300 

(Millions of DM) 1951 900 800 2 700 


ета о. 1949 317 110 1395 
(Millions of 1950 315 120 1 496 
kroner) 1951 87 130 1 539 

1952 411 130 2 184 
1953 532 
1954 257 

IGT eee 1949 7 700 1 700 22 600 
(Millions of 1950 4 100 2 100 14 000 
francs) 1951 5 500 2 300 31 500 

1952 11 000 2 600 29 600 
1953 9 900 2 900 30 500 


Sources ; See Appendix С. 


а This heading covers deposits in savings banks (in some cases including 
building societies), It includes time deposits with commercial banks in those 
cases (western Germany and Denmark) in which they can be allocated to 
persons. Included also under this heading are National Savings Certificates 
(United Kingdom) and short-term bonds acquired by persons (France). 


Ь Net personal saving in Germany is under-stated. The figures are derived 
from net changes in financial assets and exclude net investment (including 
dwellings) by persons which in western German statistics is part of the 
company sector. The figures for the additions to life insurance funds 
include the increase in claims on building and loan associations. 


с For the United Kingdom including also superannuation schemes. 


high proportion of personal saving is accumulated 
in forms whose value is fixed in terms of money. 
The yearly expansion of savings accounts and life 
insurance funds shown in Table 26 has accelerated in 
recent years even faster than personal saving ; and this 
adds some weight to the view that the increase in 
personal saving can be attributed partly to increased 


confidence in the stability of prices. On a priori 
grounds this factor must be deemed to be highly 
relevant. If, however, an attempt is made, on the basis 
of Table 26, to draw a distinction between the United 
Kingdom, on the one hand, where the upward trend 
of the cost of living has persisted, and, on the other 
hand, Belgium, France and western Germany, where 
reasonable stability has been maintained for several 
years, it can only be said that the purely statistical 
evidence is not at all decisive. This conclusion is 
reinforced by the fact that in Italy the growth of savings 
accounts has in recent years been relatively large and 
has been accelerating rapidly, and that in Norway the 
growth of savings accounts and life insurance funds, 
although not relatively large, has also been accelerating 
to a marked degree; yet in Italy and, to a much lesser 
extent in Norway, the cost of living has continued 
to rise. 


The claims of amenity investment 


The most obvious example of a direct conflict of 
amenity investment with productive investment is the 
claim exerted by certain types of construction such as 
dwellings, shops and cinemas on the resources of the 
building industry. But, as has been mentioned already, 
investment in the provision of services such as those 
of transport and power is also to some extent dictated 
by the direct requirements of the consumer and not 
solely by the needs of industry. 

The data discussed in Section 2 above, and in par- 
ticular the figures presented in Tables 29 to 42 at the 
end of this chapter, indicate what a heavy burden 
within the total of a country’s investment is repre- — 


sented by investment in transport and in the genera- 
tion and distribution of electricity, together with the 
other public utilities. The equipment called for by 
these industries is quite exceptionally durable, so that 
the fruits of the investment are spread over a long 
period of time in the future. Moreover, it is often used 
very imperfectly. This is particularly true of an elec- 
tricity system in which the domestic load is heavily 
concentrated on certain hours of the day which largely 
coincide with the peak of the industrial load. These 
facts all suggest a strong case for postponing invest- 
ment in these sectors at &пу time when pressure on 
investment resources is unduly heavy, provided that 
this can be done without adverse effects on vital sup- 
plies and services for industry. 

In most European countries it has been a close race 


between the expansion of the basic services—especially 
in the supply of electricity and the provision of trans- 
port—and the growing requirements of industry. In 


most countries in which a policy of restraint has been 
adopted, it was with the hope that only a temporary 


me? 


check to the rate of economic expansion would be 
required and that this would not involve any perma- 
nent drag on the development of industry or, therefore, 
on the development of industry’s requirements. Yet 
the programmes of public utilities are pruned at times 
when investment generally is the subject of restraint.® 
It does not seem to be supposed that such pruning 
will imperil the meeting of future essential require- 
ments, but the question arises whether more considera- 
tion should be given to means of slowing down the 
growth of domestic consumption of services such as 


68 For example, in the United Kingdom the Chancellor of the 
Exchequer recently announced that the British Electricity 
Authority would be postponing certain less vital projects and 
that the gas industry would make do with older equipment— 
and that generally the nationalized industries recognized that 
“their proposals for future investment will necessarily be exam- 
ined with a much more critical eye than in previous years ”. 
Also “ The British Transport Commission is well aware of the 
general needs of the economy, and in carrying through its pro- 
gramme will have those needs in mind.” (House of Commons, 
Official Report, 26 October 1955, col. 216-217.) In the course 
of a lecture given to the National Economic Association, Mr. V. 
Kampmann, the Danish Finance Minister, said: “ It would seem 
that all institutions under this heading—the state railways, the 
postal services, the telephone companies, the harbours and so 
on—tend to think that if they have projects for several years 
ahead, they can reasonably ask for such projects to be fulfilled 
year by year. There is, of course, a struggle—at the moment, 
we know, a very fierce one—between the institutions and various 
central authorities about the extent to which those projects 
should be fulfilled.” (“ Finansieringen af Investeringerne ”, 
Nationalokonomisk Tidskrift, No. 1-2, 1955.) 


electricity, especially in countries where the need for a 
high level of productive investment is likely to continue 
for some time and where pressure on investment 
resources is heavy. This would probably demand the 
revision of the system of electricity charges. 


There is in fact evidence that the pricing policies 
pursued in some countries have tended to encourage 
the expansion of domestic use; and, in recent years, 
prices charged to domestic consumers have risen less 
than charges to industrial users. An outstanding 
example is the United Kingdom, where, moreover, the 
pricing system is such that there appears to be insuf- 
ficient incentive for domestic users to spread their 
consumption so as to minimize the addition to the 
industrial peak load. In a number of continental 
European countries, on the other hand, domestic elec- 
tricity tariffs are designed partly with this end in view 
and have helped to lessen the disparity between peak 
and off-peak consumption. 


The claims on the building and metal-using industries 


The competition for the use of productive resources 
arising from claims of different types cannot be con- 
sidered merely in terms of resources in generak Pro- 
ductive capacity is specialized and so to some extent 
is labour, particularly skilled labour which is of special 
importance in the building and engineering industries. 


TABLE 27 


Volume of output and supply of metal products ¢ 
Total supply in 1952 = 100 


France 


Western Germany United Kingdom 


1952 1953 


1954 1955 | 1950 


1951 1952 1953 1954 1955 | 1950 1951 1952 1953 1954 1955 


ОН! ОНИ aa re и 1005103811016 667 
Of which : 
Deliveries from home production| 92 95 102 106 | 65 
TIM DOLtS ee? Se wean oe: vee. 8 8 8 Я 


Allocation of supply 
' Defence В cca amt <i Neston? 15 $e 
Investinentioe Sup а 44 44 47 50| 35 
Passenger cars for home market 8 8 9 12 4 
Consumer goods for home 

Manketo ors в 16 1.208623 
ро в 17 16 18 18 | 13 


Sources and methods: See Appendix С. 


a The data relate to the supply of goods to final consumers and therefore exclude delive 
in progress, except in the case of western Germany, where figures for consumer good 


5 In the case of western Germany, it is not known to what extent metal 
the residual item “ consumer goods for home market ”. 


89 - 100. 103-123 1541.91 ~ 98 “00 03 ба 


87 98. ЛЮК 119. 148 | 89 95 96 10te 1OT mead 


2 2 2 4 On lg ed 4 4 3 3 


154 22а 25а 214 26а 37а 9 10 Oy £10 ИЗ 
23°. 28 30 37 44138 40 3 3 301 


ties within the metal products sector as well as changes in stocks and work 
s, obtained as a residual, include changes in stocks with traders. 


products delivered in connexion with occupation costs are included in investment or in 


АА 


TABLE 28 


Employment in manufacturing and building industries 
Index numbers : 1950 = 100 


Metal using Total manufacturing industry Building 
Averages Averages Averages 
1951 1952 1953 1954 1955а| 1951 1952 1953 1954 1955а| 1951 1952 1953 1954 1955а 
ВОР 2 le tv 109 110 105 106 11 104 101 100 100 10 100 97 96 93 96 
Denmarkseets козе ee 30 i 7 sr 99 94 94 98 98 101 101 116 117 re 
асы ee 103 104 101 103 106 102 101 99 99 99 1038108 911 114 122 
Western Germany ..| 111 116 123 132 147 108 112 116 122 131 106 109 121 131 138 
Italy И. ВЕ 100 100 103 106 110 101 101 101 102 1903 ae ais 56 
Умеет! а... 107 109 11 119 126 103 100 103 107 110 103 95 110 Bs #3 
‘Norway .2: . .. «4 101 101 101 106 110 102 101 102 104 106 94 101 113 17 13 
Sweden о, ра 103 104 97 99 103 102 99 96 97 99 103 105 107 109 Se 
Switzerland ..... 12 120) 118s 1205 128 109—112 112 11355 119 115 110 114 119 125 
United Kingdom 4. . | 104 107 108 112 118 102 102 103 106 10 99 98 99 98 


Sources : National statistics. 


а Estimates based оп the comparison of the available months of 1955 with the 
corresponding period of the previous year. 


For various reasons the pressure exerted by competing 
claims on the building, engineering and steel industries 
is particularly acute. Dwellings, and other buildings 
constructed primarily for réatons of amenity, usally 
account for about one-half of the total output of the 
building industry. The case of the metal-using indus- 
tries calls for more detailed enquiry. Table 27 pro- 
vides an indication of the use made in recent years in 
France, western Germany and the United Kingdom, 
of the products of these industries. Perhaps the main 
feature of this table is the very large expansion of the 
output of metal manufactures in western Germany. 
This Баз made it possible to increase very considerably 
supplies for investment purposes and for export, while 
also providing the domestic market with larger sup- 
plies of consumers’ durable goods and motor-cars. 


In the United Kingdom the expansion of output of 
these goods has been more modest; and in France, 
between 1952 and 1955, it has been rather small. 
Between 1950 and 1954 supplies of metal manufactures 
for investment purposes scarcely rose at all in the 
- United Kingdom, the increase in total output being 
mainly used for the expanding requirements of defence 
and of the domestic market for motor-cars. In France 
there was some increase in supplies for investment 
purposes between 1952 and 1955; but the increase in 
domestic supplies of consumers’ durable goods was 


89 Cf, Tables 29 to 42, which provide data both for construc- 
tion as a whole and for dwellings. 


b Index numbers for building based on 1951 = 100. 
с Man-hours worked. 
d Excluding Northern Ireland. 


about equal to the growth of supplies to the investment 
sector, and the flow of passenger cars to the home 
market also increased considerably. Both in France 
and in the United Kingdom deliveries by the metal- 
using industries for investment purposes have more 
recently been about equal in volume to the sum of 
deliveries to the defence sector and to the domestic 
market for consumers’ goods, including motor-cars. 


The problem of securing a high rate of investment is 
clearly bound up with that of the structural adapta- 
tion of the engineering and building industries to the 
claims made on them. The provision of adequate sup- 
plies for these industries of basic materials, particu- 
larly steel, and of electric power is pre-eminently a 
matter of expanding capacity sufficiently. This in itself 
requires investment and adds to the claims on the invest- 
ment goods industries. In the engineering industries 
themselves, and in the building industry, the problem 
of recruiting and training suitable labour is generally 
more difficult than that of expanding capacity. 


Changes in employment during the period 1950 to 
1955 in industry as a whole, in the metal-using sector 
and in building are shown for a number of western 
European countries in Table 28. In all these countries, 
with the exception of Belgium and the United Kingdom, 
employment in building has, in fact, increased more 
rapidly over the period as a whole than has employ- 
ment in manufacturing industry. Employment in the 
metal-using sector has also increased since 1950 more 
rapidly than total industrial employment in all the 


a= 5G 


countries shown in this table. It is noticeable that the 
relative expansion of employment in the metal-using 
sector, as compared with employment in manufactur- 
ing industry as a whole, has been greatest in the 
Netherlands, western Germany and Belgium. In the 
first two of these countries, the expansion of the metal- 
using industries must have been facilitated by the 
rapid growth of the total labour force during the 
period; in Belgium, the strong demand for metal 
goods in the last two years and the generally slack 
demand in other sectors of the economy must have 
played a part in bringing this about. 


In spite of the shifts into the building and metal- 
using industries that have occurred, it is in these 
sectors that manpower shortages have recently 
become most marked. The part that can be played by 
restraints on the growth of consumption, in assisting 
the process of recruitment of labour to the investment 
sector at times of general pressure on resources, is 
discussed in the following chapter.”° 


70 Chapter 5 discusses the problem of mobility of labour in 
more detail. The ineffectiveness of wage differentiais in bringing 
about movement between occupations is referred to in Section 6 
of that chapter. 


Gross national product and gross fixed investment in western European countries 


TABLE 29 


Gross national product and gross fixed investment by major components in Austria 
ИЕ о ee ee 


2 sy: Index numbers of volume 
fue Billions of current schillings nae 1951 — 100 
in 1954 
= 1950 1951 1952 1953 1954 1950 1951 1952 1953 1954 1955а 
Gross national product at market prices 48.9 65.4 75.6 76.2 86.5 | 100.0 Oi OOM Olin 03 mall 325 
Of which : : 
Private consumption. ...... 36,3 tegnl4 5.05 52.5 №152. 7059.1 67.5 98 100 101 106 116 126 
Public consumption ....... 55 7.4 9.0 9.4 ой 12.2 .. 100 102 104 107 11 
Exports of goods and services 8.0 11.6 13.3 16.8 20.6 23.5 92 100) 1991355 173 e182 
Imports of goods and services —10.0 —15.1 —15.1 —14.7 —18.8 | —21.5 97 100 97 90 118 146 
ChangerinestocksSi- и. —0.4 1.8 0.5 —27 —2.8| —3.1 
Gross fixed investment. ..... 9.5 14.1 15.4 14.7 18.7 21.4 87 100 97 87 114 138 
Of which : 
Agriculture Sy ae oe ae 11 1.5 2.5 2.2 2.4 Я 94 100 144 122 133 
Mining, manufacturing and con- 
struction industries : 2.4 4.9 4.5 3.6 6.8 7.8 70 100 84 67 119 
Trade and other services . . . 
Transport and communications ited 1.8 2.0 22 23 2.6 86 100 100 95 110 
Electricity, gas and waterworks 15 1.4 1.5 15 115) Neg 106 100 94 81 94 
Public administration 1 1.5 1.9 1.9 1.8 ИЯ 2.0 О 0 В № 2 
Dwellingshae. 388 7. 2.0 2.6 3.0 3.4 4.0 4.6 93 100 100 107 133 
Construchony i. 0s % 5.2 8.0 7.6 7.2 8.9 10.2 85 100 89 82 10 
Transport equipment. .... 0.9 1.3 1.8 1.7 2.4 De 93 100 121 107 171 
Other equipment ...... 3.4 4.8 6.0 5.8 7.4 8.5 89 100 103 90 121 


о Е SS ЗЕНА SS = АННЕ Е океане 


Sources : See Appendix С. 


а Official forecast made early in the year. 


TABLE 30 


Gross national product and gross fixed investment by major components in Belgium 


Item 


Gross national product at market prices 


Of which : 
Private consumption 
Public consumption 
Exports of goods and services 
Imports of goods and services 
Change in stocks 
Gross fixed investment. .... . 


Of which : 
Agriculture 
Mining, manufacturing and con- 

struction industries .... 
Electricity, gas and waterworks 
Transport and communications 
Trade and other services. . . 
Public administration Е 
оао Бо 


ees. © оо 


a he: tate оо В X0: 


Construction 
Transport equipment. ... . 
Other equipment 


ie ee oe ba ears 


eed ЕО 


Index numbers of volume 


Billions of current francs speek 1950 = 100 
in 1954 |—— 

1950 1951 1952 1953 1954 1951 1952 1953 1954 19554 
348 400 418 421 436 100.0 105 106 110 112 115-116 
265 281 290 296 309 70.9 100 101 101 103 

38 47 56 59 59 13.5 116 128 135 135 
98 152 149 139 145 33.3 120 120 130 139 
—110 —144 —138 -—135 —143 | —32.8 108 107 110 119 
— 8 5 4 5 1.1 
56 56 56 58 61 14.0 90 86 92 97 
2 3 2 2 2 0.6 113 109 109 109 * 
21 22 23 22 23* 5:2 96 94 93 97 * 
} 11 10 12 12 13* 3.0 81 88 95 102 * 
9 9 8 8 8* 1.8 99 83 88 84 * 
13 12 11 14 15 * 3.4 106 110 109 121% 
31 31 28 32 34 7.8 92 82 93 101 
6 5 6 5 6 1.4 91 98°) 05107 
19 20 22 21 21 4.8 87 89 91 89 


Sources : See Appendix С. 


а Official forecast made early in the year. 


= SS Baie 


TABLE 31 


Gross national product and gross fixed investment by major components in Denmark 
ee ЕЕ АИ 


Billions of current kroner Percentage = ee oe 
Item of g.n.p. 
in 1954 
1950 1951 1952 1953 1954 1951 1952 1953 1954 
Gross national product at market prices 21.4 29.2 24.6 26.3 27.5 100:0 100 101 106 108 
Of which : 
ee CONSUMD о поза ASKS) 16.7 16.9 17.9 19.1 69.5 97 97 101 106 
ОУ О 5 5 5 a оо Яд) 2.6 3.0 3.2 3.4 12.4 109 114 121 125 
Exports of goods and services . . 6.1 7.9 8.0 8.3 8.9 32.4 13 110 121 132 
Imports of goods and services . . —6.9 —8.1 —7.8 —8.2 —9.4 | —34.2 94 92 105 124 
(ФЕИ ПИ Я ооо 0.9 — — 0.3 0.3 1.0 
Gross fixed investment. ..... 3.6 4.1 4.5 4.8 52 18.9 98 101 108 116 
Of which: 
ПА 4 gg 5 5 66 3 2 0.5 0.6 0.7 0.6 0.7 2.3 113 114 104 108 
Mining, manufacturing and con- 

Struction industries .... 1.0 1.1 1.1 Ae 1.3 4.8 99 96 99 107 
Electricity, gas and waterworks 0.2 0.3 0.3 0.3 0.2 0.8 93 89 88 72 
Trade and other services. . . 0.3 0.3 0.3 0.3 0.3 11 96 97 96 99 
Transport and communications 0.7 0.8 1.0 1.1 1.2 4.4 94 109 126 132 
Public administration .... 0.3 0.3 0.4 0.5 0.6 2.1 96 102 129 159 
ОНИ са соо Bae 0.6 0.7 0.7 0.8 0.9 3.3 89 93 109 122 

Se a ae 
СИ Боос 1.5 1.7 1.8 2.0 22 8.0 94 96 109 117 
Transport equipment... . . 2A 2.4 oie 2.8 3.0 | 10.8 101 104 108 116 
Othersequipment оо доб 


Sources : See Appendix С. 


TABLE 32 


Gross national product and gross fixed investment by major components in Finland 


Billions of current marks Percentage Index Poa ss bees 
Item of g.n.p. 
in 1954 

1950 1951 1952 1953 1954 1951 1952 1953 1954 19554 


Gross national product at market prices 495 731 744 758 828 100.0 109 107 113 22 129 


Of which : 
Private consumption®. ...... 311 432 470 463 504 60.8 Pine 115 BAS: FF 1238139 
Public consumption ....... 60 75 85 92 97 11.7 99° 108 115: 411838121 
Exports of goods and services . . 106 225 195 156 183. 20.2 121 109 109 126 136 
Imports of goods and services . . | —102 —177 —205 —142 —168 | —20.3 126 153 115 141 166 
Changehinestocks an sas = Pic: aie та о oe 
Gross fixed investment. .... . 120 176 199 189 212 25.6 111 1119117130145 
Of which : 
PNAS 5 боба Bo wc a 25 28 25 27 3.3 
Mining, manufacturing and соп- 
struction industries .... Es 45 49 43 62 75) 

Electricity, gas and waterworks 

Trade and other services . . . ay 16 15 9 12 1.4 

Transport and communications As 22 27 21 20 2.4 

Public administration .... an 22 27 35 34 4.1 

Dwellingst: Saas... ee. ao = = 46 53 56 57 6.9 


Sources : See Appendix С. 9 Official preliminary results for 1955 communicated in February 1956. © Including changes in stocks. 


TABLE 33 


Gross national product and gross fixed investment by major components in France 


Index numbers of volume 


Billions of 
current francs 1952 = 100 


Item 


1950 1951 1952 1953 1954 


1950 1951 1952 1953 1954 19554 


Gross national product at market prices 
Of which : 

Private consumption 
Public consumption ....... 
Exports of goods and services 
Imports of goods and services 
@hansean stocks 745. 23). . 2. 
Gross fixed investment 


9610 11950 14140 14530 15390] 100.0 93 97 100 103 108 114 


6430 8090 9440 9750 10310 67.0 92 97 100 104 109 115 
1370 1760 2290 2400 2410 15.6 84 87 100 101 100 96 
— 60 —20 2.100 312.127 12 336 152 ge ae 11001051118 
—2 370 —2 257 —2 386 | —15.5 и. 910051019 106 
313 180 298 137 150 1.0 
A SSSA) 2.124 2 372. 2315525 16.7 98 104 100 101 110 119 


Of which : 

PASTICUILUTC mica cus 5. os 249 25] 265 1.7 в .. 100 102 108 114 
Mining, manufacturing and соп- 

struction industries : 645 608 605 3.9 100 95 95 99 
Trade and other services. . . 133 141 151 1.0 100 107 115 114 
Transport and communications 359 380 406 Adal 100 107 115 125 
Electricity, gas and waterworks 237 207 214 1.4 100 88 92 99 
Public administration 250 261 297 1.9 100 105 121 134 


О tee. 238 390 504 527 63| 41 72 92 100 106 126 146 


MOM ОЭЗ: 2000081198 e332 8.6 96 104 100 100 112 124 
249 364 388 397 414 Pe} 93 108 100 103 108 120 


GCONSIKUCHON aes ay: 5. i. 
Transport equipment. ... . 
Othersequipment) с. 


Sources : See Appendix C. $ ть ‘ 

Note. — Fixed capital formation, and so also gross national product, sectors, can be roughly estimated as follows: (billions of francs) 1950 = 270; 
includes some repairs and maintenance which would normally be excluded in 1951 = 350; 1952 = 410; 1953 = 420; 1954 = 430. 
accordance with the OEEC standardized system of national accounts. The а Official estimates based on provisional results and published in December 
amounts involved, which it is not possible to distribute among the various 1955. 


TABLE 34 


Gross national product and gross fixed investment by major components in Western Germany 


Billions of current DM Percentage| Index oe ae es 


Item of g.n.p. 
in 1954 | AR 
1950 1951 1952 1953 1954 1951 1952 1953 1954 19554 


Gross national product at market prices 89.8 113.6 126.0 134.3 145.5 100.0 117 124 133 145 160 


Of which : 
Private consumption. ...... Уре) 65.1 70.7 75.7 81.7 56.1 108 117 128 139 150 
Public consumption ....... 14.6 18.4 22.6 22.4 24.0 16.5 110 126 123 131 144 
Exports of goods and services . . 12.0 19.6 23.4 26.4 31.6 21.8 136 154 181 223 261 
Imports of goods and services . . | —13.4 —17.6 —20.3 —22.2 —27.4 —18.8 105 127—154. 19651245 
Ghangesin’ StOCKS а... eS 5.6 4.9 4.3 5.0 3.4 
Gross fixed investment. ..... 18.0 22.5 24.7 27-й) 30.6 21.0 108 109 126 141 163 
Of which : 
AGICUITUne’: ee vata) oe 1.8 22 2.2. 2.2 25 1.7 107 96 99 110 
ining, manufacturing and con- 
я ЗНА fas Bee 6.0 7.4 7.9 8.7 9.0 6.2 104 . 103 115 123 
Trade and other services. . . 1.5 1.8 2.0 2.3 2.6 1.8 113 107 128 143 
Transport and communications 22 2.6 2.6 2 3.3 2.3 100 ОО 52 
Electricity, gas and waterworks 1.5 2.1 2.5 2:7 2.8 1.9 116 131 146 156 
Public administration .... 1.1 1.2 1.3 1.6 1.7 1.1 98 100 123 128 
IDwellingstre он ое. 3.9 52 6.2 73 8.7 6.0 15235] 551187 
Gonstruction 9 соо ав 8.5 10.4 11.0 13.1 14.3 9.8 105 511044128 539 153 
Transport equipment... . . 957 42:0 13,777 14.67" 16.3 11.2 | 109 114 124 142 173 
Other equipment ...... 


Sources : See Appendix С @ Estimates for the whole year based on provisional results for the first nine months. 
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TABLE 35 


Gross national product and gross fixed investment by major components in Greece 


EE ЩЕ ОЖ ЖЖ ЖЖ ЖЖ ЖЖ ЖЖ ЖИ ЖИ 
Index numbers of volume 


Billions of current drachmae ИЯ 1950 — 100 
Item ОГ g.n.p. 
in 1954 
1950 1951 1952 1953 1954 1951 1952 1953 1954 19554 


Gross national product at market prices 28.7 34.3 36.0 48.2 55.4 100.0 109 108 128 130 134 


Of which : 
Private consumption. ...... 24.0 27.2 28.9 38.3 44.9 81.1 104: 105. 119-120 
Public consumption 3) 5 . 5). . ЗЯ 5.0 5.3 5.7 7.2 13.0 114) SO 129 
Exports of goods and services . . 2.0 2.2 2.6 5.0 7.0 125 118° 14615181 6035 
Imports of goods and services . . —7.0 —6.5 —5.1 —8.0 —10.7 —19.4 85 72 a 81 
(ОЕ 9 ооо овове 0.9 1.8 0.5 1.7 — 0.4 —0.7 
Gross fixed investment. .... . 51 4.6 4.4 5.5 7.4 13.5 79 73 84 101 
Of which: 
Agricuiture@e = 3 5-240) s 0.5 0.6 0.4 0.4 0.6 1.0 93 60 60 69 
Mining, manufacturing and con- 
struction industries .... 0.8 0.9 0.8 0.8 0.9 1.6 97 93 61 55 
Trade and other services... . 0.5 0.5 0.6 0.8 1.1 2.0 99 103 131 79 
Transport and communications 1.3 0.7 0.5 0.6 т. 2 47 В 51 83 
Electricity, gas and waterworks 0.1 0.5 0.4 0.7 1.1 р. 334 250 384 544 
Public administration .... 0.3 — 0.3 0.3 0.2 0.3 12 62 68 36 
ОЕ о о ав 1.6 1.4 1.4 1.9 2.4 4.4 77 74 94 130 
ея о к 
(СЯ ба аа в 3.1 2.9 3.1 4.0 5.0 9.2 80 81 100 112 
Transport equipment. .... 0.9 0.3 0.2 0.5 0.8 1.4 33 23 58 88 
Othersequipment 7]. 5a 1.1 1.4 el 1.0 1.6 2.9 113 88 62 80 
ge 
Sources : See Appendix С. @ Provisional. 


TABLE 36 


Gross national product and gross fixed investment by major components in Italy 


Index numbers of volume 


Billions of current lire Percentage sh 
Item of g.n.p. 1950 = 100 
moe 10.1954 |= 
1950 1951 1952 1953 1954 1951 1952 1953 1954 1955а 


Gross national product at market prices | 8618 10009 10633 11616 12338 100.0 109 1103113123832 


Of which: 
Private consumption. ...... 6186 7062 7645 8317 8723 70.7 105 10 18 1271 127 
Public consumption ....... 859 1047 1287 1355 1 403 11.4 115 1 133134838 af: 
Exports of goods and services . . 963 1279 1160 1337 1419 11.5 114 106 128 130 143 
Imports of goods and services . . |—1033 —1437 —1 569 —1677 —1650 | —13.4 108 121 140 138 148 
Changesingstocksia ere 123 223 —10 30 35 0.3 
Gross fixed investment. ..... 1520 1835 2120 2254 2408 19.5 111 12355 1308138 34157 
Of which : 
AMAR 66 5 oo 6 6 Oe 180 265 270 310 337 ah 
Mining, manufacturing and con- 
struction industries ... . 420 535 620 590 570 4.6 

Trade and other services . . . 90 115 120 120 132 1.1 

Transport and communications 270 270 310 358 386 3.1 

Electricity, gas and waterworks 150 165 160 150 180 1.5 

Public administration .... 160 175 215 260 242 2.0 

Dwellings. vies seas eee 250 310 425 466 561 4.5 110 142 154 179 


Sources : See Appendix С. а Official estimates made in December 1955. 


TABLE 37 


Gross national product and gross fixed investment by major components in the Netherlands 
a ООН 


Billions of current guilders Percentage Teen ие ofvolume 
Item of g.n.p. 1950 = 100 
ba in 1954 
1950 1951 1952 1953 1954 1951 1952 1953 1954 19554 


Gross national product at market prices 19.7 22.1 2812 24.6 26.6 100.0 1071 — 103 112 117 121 
Of which : 


Private consumption ee a. oe 12.4 13.5 13.7 14.2 15.5 58.2 97 99 102 108 
Public consumption ....... 2.9 3.3 3.5 3.8 4.2 15.9 104 105 116 122 
Exports of goods and services . . 8.2 11.5 12] 12.3 13.5 50.4 117 122 14 163 
Imports of goods and services . . —9.4 —11.6 —10.3 —10.9 —13.2 —49.3 101 90 107 138 
Ghanceningstocksam= о 1.7 11  —0.7 0.2 0.9 3.5 
Gross fixed investment. ..... 3.9 4.3 4.9 5.0 5:7 21.3 95 101 108 122 
Of which : 
FA RTICUILU TC meer an seem, 0.3 
Mining, manufacturing and con- 
struction industries .... 1.0 

Trade and other services. . . 0.5 

Transport and communications 0.7 

Electricity, gas and waterworks 0.3 

Public administration .... 0.4 0.4 0.5 0.7 0.6 2.1 90 90 140 110 

с © в Об о 0.7 0.7 0.8 0.9 0.9 3.5 94 100 106 112 

Construction) о... ... 7 1.8 2.1 233 2.4 9.0 93 98 114 114 

Transport equipment. ... . 0.5 0.5 0.7 0.7 0.9 3.2 

Other equipment ..... . {7 20° 21 20 24 BD RE о 
Sources : See Appendix С. а Official forecast made early in the year. 

TABLE 38 


Gross national product and gross fixed investment by major components in Norway 


Index numbers of volume 


illi Percentage 
Billions of current kroner A 5 1950 — 100 
Item of g.n.p. 
О ooo 
1950 1951 1952 1953 1954 1951 1952 1953 1954 19552 


Gross national product at market prices 15.3 19.2 21.0 21.2 22.8 | 100.0 104 107 110 14 17 


Of which : 
Bava consumption. ...... 10.0 11.3 12.5 13.1 14.1 61.6 100 105 108 113 117 
Public consumption ....... 7 2.1 2.5 2.8 3.0 13.2 105 109 118 122 118 
Exports of goods and services . . 5.8 8.8 8.8 8.0 8.7 38.5 110 110 115 127 135 
Imports of goods and services ..| —6.7 —8.6 —8.9 —9.1 —10.0 | —43.6 110 106 112 125 133 
GhangesinystOckS) ес. - 0.1 0.7 0.2 —01 —0.2| —1.1 
Gree fixed investment. ..... 4.4 4.9 5.9 6.5 ee 31.4 101 104 112 118 123 
hich : 
Be ie Е в 0.4 0.6 0.6 0.6 0.7 3.1 117 109 105 15 
Mining, manufacturing and con- 
небо Е заб 0.9 1.0 1.2 1.2 1.3 5.8 96 109 111 16 
Trade and other services. . . 0.3 0.3 0.4 0.5 0.6 2.5 116 136 ‘a th 
Transport and communications 1.4 1.4 1.6 2.0 2.9 9.9 94 89 tee 
Electricity, gas and waterworks 0.3 ne ie oe о Be a a i те 
i ini i 4 0.3 0. Ь . . : 
о a x oe ee aes 0.8 0.9 tee 1.2 1.2 5.4__ 106 120 128 126 125_ 
Construction’ | = 5) 4 4. : 2 2.3 2.9 3.2 3.4 14.6 100 109 117 122 126 
Transport equipment. ... - 1.4 1.6 1.8 2.0 2.4 10.6 102 93 102 110 123 
Other equipment ...... 0.9 1.0 ра 1.3 1.4 6.2 98 116 117 126 


See A dix С а Official preliminary results for 1955 published in January 1956. 
Sources : See Appen . ; 
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TABLE 39 


Gross national product and gross fixed investment by major components in Portugal 


Index numbers of volume 
1950 = 100 


Billions of current escudos 
Item 


1950 1951 1952 1953 1954 1951 1952 1953 1954 19554 


Gross national product at market prices 44.8 48.4 47.0 48.0 49.5 | 100.0 1027 1027 107, ПОВ 


Of which: 
Private consumption. ...... 36.86 39.55 37.2 37.3 38.6 78.0 98 96 99 99 101 
Public consumption ....... 4.3 4.4 4.4 5.1 5.5 11.1 102 104° 120’ 129839 
Exports of goods and services . . 6.3 8.9 8.3 7.8 9.0 18.2 115 100’ 104 1264125 
Imports of goods and services . . —8.0 —9.9 —10.5 —10.0 —10.8 | —21.8 96 99 102 107 112 
Ghangetin оС. Ais р 1.7 1.1 0.4 0.8 
Gross fixed investment. ..... 5.4 5.5 5.9 6.6 6.8 13.7 103) 111) 123 130135 


Sources ; See Appendix С. 
а Official forecast made early in the year. 
5 Including stock changes. 


TABLE 40 \ 


Gross national product and gross fixed investment by major components in Sweden 


Index numbers of volume 


Billions of current kronor Percentage 
Item of g.n.p. 1950 = 100 
|} in 1954 | _____ 
1950 1951 1952 1953 1954 1951 1952 1953 1954 19554 
Gross national product at market prices 28.8 : ; 39.9 9. т 100" 103" 107 Зо 
Of which : 

Private consumption. ...... 19.5 : : 25.2 : 1 99 102 105 10 12 
Public consumption ....... 4.0 Hl ь : Г 105). 11221119 1245828 
Exports of goods and services . . 6.3 ь д : у : 104 95 99 108 114 
Imports of goods and services . . —6.1 у 9: : . A 119 109 108 122 134 


Change’ in stocks: . . 4... 
Gross fixed investment. ..... 


Of which: 
ПН рооюоооов 
Mining, manufacturing and con- 
struction industries 
Trade and other services . 
Transport and communications 
Electricity, gas and waterworks 
Public administration я 
Dwellngstre setee ye s 


99° 1005 115 129134 


98 95 95 99 94 


95 81 73 93 100 


90 D1 AU tee ВТ 


о ша оо 
Transport equipment. .... 
Other equipment ...... 


96 105 123 137 
127. 5110. 152 161 
94 86 83 98 


Sources: See Appendix С. 
а Official preliminary results for 1955 published in January 1956. 
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TABLE 41 


Gross national product and gross fixed investment by major components in Turkey 


Billions of current Turkish pounds Percentage Index numbers of volume 
Item of g.n.p. 1950 = 100 
- in 1954 
1950 1951 1952 1953 1954 1951 1952 1953 1954 
Gross national product at market prices 10.4 123 14.3 16.8 16.7 | 100.0 115 125 139 126 
Of which : 
Private consumption. ...... a 9.7 11.4 13.3 13.1 78.4 
Public consumption ....... = 1.5 1.6 1.8 2.0 12.0 
Exports of goods and services . . nt 0.9 1.0 1.1 0.9 5.4 
Imports of goods and services . . =a —1.1 —1.5 -1.5- —1.4 —8.4 
ОЕ aire) 7s a hikes AP 
` Gross fixed investment. ..... 1.0 13 1.8 2.1 2.1 12.6 
Of which: 
Constructions a... a-* 5 3 0.7 0.8 1.0 1.4 
Transport equipment. .... 
Otherlequipment" с... he 9 О бы 


Sources : See Appendix С. 


TABLE 42 


Gross national product and gross fixed investment by major components in the United Kingdom 


att f volume 
Billions of current pounds Percentage Index oe ets om u 
of g.n.p. et 

Item у 
—| in 1954 | 
1950 1951 1952 1953 1954 1951 1952 1953 1954 1955а 


Gross national product at market prices 133 14.5 Bye 16.8 17.9 | 100.0 104 104 107 112 16 


Of which : 
Private consumption. ...... 9.4 10.1 10.6 11.2 11.9 66.2 99 98 102 106 110 
Public consumption ....... 21 2.4 2.9 3.1 3.1 17.6 108 120 123 121 119 
Exports of goods and services . . 3.4 4.0 4.1 Во 4.2 231 105 103 101 109 
Imports of goods and services ..| —3.1 —4.4 —3.9 —3.8 —4.0 | —21.8 112 103 108 113 
НЕ Сы оО —0.2 0.6 — 0.1 0.2 1.2 
Са fixed investment. ..... 1.7 1.8 2.0 2,3 2.5 13.7 98 98 111 116 129 
Of which : 
oe aia Nees, иго 0.1 0.1 0.1 0.1 0.1 0.5 94 Ui 79 82 
Mining, manufacturing and соп- 

о 9 в ее 0.5 0.6 0.6 0.7 0.8 4.0 103 101 103 109 
Trade and other services. . . 0.2 0.2 0.2 0.2 0.2 1.1 99 75 87 100 
Transport and communications 0.2 0.2 0.2 0.3 0.3 15 87 80 100 102 
Electricity, gas and waterworks 0.2 0.2 0.2 0.2 0.3 7 99 98 107 119 
Public administration ... . 0.2 0.2 0.2 0.2 0.2 1.3 102 98 101 105 
ИЕ о о eee 0.3 0.3 0.5 0.6 0.6 3.6 101 123 156 158 143 
Consttictionsrs ан ее 0.8 0.8 1.0 12 1.2 7.0 97 107 1225 9128 
Transport equipment. ... . 0.3 0.3 0.3 0.3 0.4 2.0 86 76 97 107 
Other equipment Wee eek. be 0.6 0.7 0.7 0.8 0.9 4.7 105 97 102 105 


Sources : See Appendix С. ' ; 
а Provisional estimates published in December 1955 by the London and Cambridge Economic Service. 
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Chapter 3 


THE INVESTMENT PROBLEMS OF WESTERN EUROPE : THE POLICY ISSUES 


1. INTRODUCTION — THE RIGHT BALANCE 


Virtually all governments of western Europe are 
committed, in principle, to the need for a high rate of 
investment. In practice, too, their policies have 
generally been directed towards this objective. During 
the past year, however, the belief has become fairly 
widespread that the expansion of economic activity 
has come to press too hard against available resources, 
and restrictionist measures, particularly affecting 
investment, have been taken in a number of countries 
and are actively discussed in others. The main con- 
siderations influencing governments in this direction 
appear to have been (a) fear of rising wages and 
prices—disliked partly for their own sake and partly 
for their effects on balances of payments—and (5) 
fear of the direct effects of an excess of demand on 


balances of payments. ees 


While the necessity at present for corrective 
measures of some kind is apparent in a few cases—less 
so in others—restrictions on investment point to a 
basic conflict between the immediate objective of 
solving balance-of-payments problems by such means 
and the long-term objective of achieving economic 
progress through a rising rate of capital formation. 
This conflict is apparent in a number of countries 
and attempts to resolve it vary from country to coun- 
try. In Norway and Austria investment rates are 
relatively high—as is shown in Section 2 of Chap- 
ter 2—but the need for high rates of investment to 
bring about long-term changes in the pattern of 
production is correspondingly great. In Denmark the 
conflict is more acute, since the investment rate is 
lower and the balance-of-payments position is even 
more difficult. Policy is now being directed towards 
avoiding further restriction of investment and alle- 
viating balance-of-payments difficulties in the short run 
by reducing consumption through additional taxation. 


1“ From a long-term point of view . . . it must be an important 
objective of economic policy to facilitate all productive invest- 
ments. Only such a policy will ensure expansion of productive 
capacity and improvements in the ability to meet foreign com- 
petition which are necessary to create more jobs and to raise 
the standard of living. The heavy influx of young persons into 
the labour market in the coming years underlines the need for 
such expansion”. (Economic Survey of Denmark 1955, p. 26.) 


In the United Kingdom, the investment rate is very 
low, particularly for net fixed investment,? and only 
recently special efforts were being made to stimulate 
an increase, particularly in industrial investment. In 
the early days of the present phase of dear money it 
was hoped that monetary restraint would put the 
balance of payments right without prejudice to fixed 
investment. Later, however, it came to be recognized 
that the measures taken did imply a limitation or 
reduction of fixed investment, but a distinction was 
made between productive and unproductive invest- 
ment which seems to call for much miore discriminatory 
measures of restraint than those actually imposed. 
The idea of postponement, as opposed to cancella- 
tion, of investment projects is now prominent as a 
means of softening the conflict between immediate 
and longer-term requirements. 


In a number of other countries—such as France, 
Belgium and Italy—the balance-of-payments position 
appears to be much more satisfactory, but there is still 
a need positively to stimulate investment if adequate 
long-term rates of expansion are to be achieved. Only 
in a very few countries—among which western Ger- 
many and Switzerland are outstanding—does it appear 
both that there is little need for significant restraints 
cn internal activity and that investment rates are 
already high. 


The conflict between long-term and immediate 
objectives is enhanced by the cumulative character of 
economic development. If only a high rate of pro- 
ductive investment can once be established, the conse- 
quent improvements in productivity will provide the 
necessary resources to keep it going. This indicates 
the fundamental problem for countries in which 
incomes per head are low—the mere fact that they are 
low presents a barrier to their rising at all rapidly— 
and provides the case for financial assistance from 
abroad despite the capital charges which may thus be 
incurred for the future. More generally, too, the 
question arises whether temporary restraints on 
consumption imposed for a period of time may not be 


2 See Table 22. 


fully justified by the consequent progressive improve- 
ment in future standards of living. 

There is also a different kind of conflict which has 
to be faced. The operation of the system of private 
enterprise depends fundamentally on the character of 
business men’s expectations. When demand is active, 
and profits are good, business men tend to be opti- 
mistic about the future and are anxious to invest. 
When trade is slack, the spirit of enterprise languishes. 
The record of the past few years for most European 
countries illustrates the essential disharmony between 
the means and the end. When the urge to invest is 
strong, the physical resources required for additional 
investment are lacking. When there are unused 
physical resources, it is difficult to overcome the 
reluctance of business men to embark on investment 
projects.* The disharmony would be less if govern- 
ments and monetary authorities were readier to 
overcome this reluctance by expansion of credit and 
by other forms of stimulus, but at best the possibilities 
are limited. The disharmony is aggravated by the 
natural tendency of governments to take up slack in 
the economic system by expansion of amenity invest- 
ment, and of other public investment which may not 
be urgent in character, and by making tax concessions 
calculated to increase consumption. This is done 
partly to avoid waste and partly to stimulate business 
men’s confidence in the future of demand and profits ; 


3 For the Italian Ten-year Development Programme, it is poin- 
ted out that “a large part of the new employment requires... 
that industrialists shall be convinced that profitable opportuni- 
ties exist for expansion and new economic enterprises ”, and 
reference is made to “ the possibility that the stimulus created by 
the increased investment in the so-called ‘impulse ’ and ‘ control ’ 
sectors will not lead to the expansion of private industry on the 
scale, or of the type necessary ”. (From a report of an OEEC 
Committee on the Ten-Year Development Programme adopted 
by the ОЕЕС Council on 10 June 1955 (Press Releases A(55) 
25 and 26). 


but the result is that, when demand does recover, 
resources which might have been taken up by highly 
productive investment have become committed else- 
where. 


The ideal would be to strike the right balance 
between too much pressure of demand and too little. 
But “ our path is narrow : no broad margin separates 
too little from too much activity ”.4 It is very difficult 
to hit the right point of balance, still more difficult 
to stay there. While policies may at times err in the 
expansionist direction, the greater risk seems to be 
that they will be more restrictionist in their effects on 
investment than they need be or less positively ex- 
pansionist than they could be, with resulting losses in 
current production and the expansion of productive 
capacity. 

How high a rate of investment and of general 


economic activity can be achieved is partly a question 
of the ВЕЧЕ НЕНИЯ НЕЕ 
of the batance-of-payments:—In-all cases there-is the 


need for accurate assessment of the limiting factors— 
whether manpower or physical capacity—affecting 
the production of capital goods and consumer goods. 
Beyond these considerations affecting the possibility 
of securing a greater total production, to which 
investment would contribute a share, there arises the 
question of additional saving so that capital goods may 
form a greater part, and consumer goods a smaller 
part, of total output. Finally, consideration must be 
given to the main instruments, especially fiscal policy 
and monetary and credit policy, which the authorities 
may use in influencing the rate of investment in the 
desired direction. These questions-form-the-subject 
matter of the following sections in this chapter. 


4 Address of the Norwegian Prime Minister to the Storting, 


20 June 1955 (Norges Bank Bulletin, 1955, No. 2). 


2. THE ATTITUDE OF THE WAGE-EARNERS 


The objective considerations 


The well-being of the wage-earning class is heavily 
involved in investment policy. Starting from a situa- 
tion in which there is a significant slack in the use of 
manpower and physical capacity, an increase in 
investment may be expected to bring a rise also in 
production and employment in the consumer-goods 
sector and in total real income for labour as a whole. 
Real wages per worker may also rise as production 
costs decline with the fuller utilization of capacity, if 
part of the benefit accrues to wage rates as against 
profits. If, however, investment rises beyond the 
point at which the supply of consumer goods becomes 


15) 


inelastic because of limitations of productive resources, 
prices of consumer goods will rise relatively to wages 
as total activity and total demand increase, so that 
real wage rates and possibly real earnings per worker 
decline. If the limitations on the further expansion of 
output are fairly severe—a rise in investment requiring 
a shift away from consumer goods—aggregate real 
earnings for labour as a whole may be lower. These 
decreases, it must be noted, are all relative to the 
levels of current income that would have been possible, 
at any particular moment, under different policies 
with less allocated to investment ; and, measured 
through time, they may be compensated by the regular 
increase in average productivity. 


hbo 


Against these sacrifices that may be entailed in a 
high level of investment stand the additional improve- 
ments in future productivity, and therefore in real 
wages, and the direct benefits of amenity investment 
such as the provision of dwellings and electric power 
for domestic use. In addition, in countries with 
expanding populations such as Italy, Greece, Turkey, 
the Netherlands and, until recently, western Germany, 
there are the added opportunities for employment in 
the future provided by extra capital equipment. 


The question is how the balance is struck between 
current sacrifice, if any, and future gain. Ideally, a 
government endeavouring to achieve a high rate of 
investment would try, in the light of such estimates-as 
could be made of the relevant factors, to steer a middle 
course between sacrificing too much and sacrificing 
too little for the benefit of the future. Ic 


It would be 
difficult to decide on the right course, but the difficulties 
are similar to those underlying many other policy 
decisions. 


In reaching its decisions the government would 
doubtless wish to have the advice and support of the 
workers with respect to any temporary sacrifice that 
they might be asked to make. Its proposals would 
accordingly need to be formulated with the help of 
such rough quantitative guidance as might be available 
on the main issues involved. Suppose, for example, 
that under conditions of full employment an addition 
to the stock of productive capital could be expected 
each year to add to the net national product by roughly 
25 per cent of the additional capital, and that roughly 
two-thirds of this could be expected to accrue to real 
wages. Then the workers’ representatives might be 
asked whether they would agree that, instead of, say, 
the 14% per cent a year cumulative rise of real wages on 
which they ordinarily relied, it would be worth while 
for a period of six years to accept a rise of only № per 
cent a year. The result would be an aggregate sacrifice 
equivalent to rather more than 20 per cent of one 
year’s wages spread over the 6-year period. This 
would mean, however, that after the end of the six 
years not only could the usual trend of real wages be 
resumed, but from then on the real wage could be 
expected to be over 3 per cent higher than it would 
have been had the six-year austerity plan not been 
carried out. Alternatively, the additional productivity 
resulting from the fulfilment of the plan might be 
devoted for a further period to investment rather 
than immediate consumption. 

The issue can, of course, be presented in much 
simpler form. It simply is whether for the sake of a 
return in real wages of some 16 per cent a year (on 
the basis of the foregoing illustrative figures) it is 
worth the while of the wage-earners to make a tem- 


porary sacrifice. Put in that form, a short-tern 
austerity programme might appeal to wage-earner: 
as individuals and not merely to those who try t 
serve their interests. 


The behaviour of wages 


In practice, the issue of current sacrifice versu: 
future gain is not presented at all, and certainly no 
in such quantitative terms. This in itself would seer 
to be a defect of procedure. But what is much mor 
serious is,that governments, and monetary authorities 
are strongly influenced in their decisions on invest 
ment policy by the behaviour of money wage rates 
and by the behaviour of prices which, in turn, is relatec 
to the behaviour of wages. The dominance ove: 
investment policy of wage and price movement: 
could be justified on one or other of two assumptions 


(1) One such assumption is that any_upwarc 


movement of money wages is to be accepted as ar 
indication that the wage-earners concerned are 
dissatisfied aii The Feat Wass АЕ Е 
т Г improvement 
with adequate appreciation of the reduction in thé 
rate of investment required to effect such an im 
provement if it is to be an all-round one, and wit 
adequate appreciation of the reaction on futur 
real wages of such a reduction in the rate of invest 
ment. On such an assumption investment ройс\ 
would have to take second place and, stricth 
speaking, investment could be increased only i 
money wages actually fell. 


(2) The other assumption which might, in th 
present context, justify the importance attributes 
to wage and price movements is that no movement 
of any significance take place until the pressure o 
demand is unduly heavy and that then the viciou 
spiral of wage and price increases sets in emphati 
cally. 


The first assumption is very far removed from th 
truth. In terms of the three kinds of wage movemen 
to be discussed in Chapter 5, it is only the compensa 
tory wage movement which could under any circum 
stances comply with it—this is the movement whic 
takes place in response to a preceding increase i 
the cost of living. An autonomous wage movemer 
may result simply from the desire of each trade unio 
to re-establish the relative position of its member: 
wages compared with those of other workers. , 
demand-induced wage movement may carry wage 
up under the pressure of competitive bidding fe 
labour by employers, with the wage-earners ther 
selves playing a passive role. 


On a priori grounds any such discontinuity in the 
behaviour of wages and prices as is involved in the 
second assumption is most unlikely. This will be borne 
out by the discussion in Chapter 5 of actual wage 
movements and the manner in which they come about. 


What is also significant is that, in the experience of . 


nent, although there is clearly some co 
between {Ве level of employment and the rate at which 
С toying 
wage movements as an indication whether or not a 
higher rate of investment is desirable. 

_ То the authorities, however, wage movements have 
a wider significance. In the first place/” they may 
constitute_a serious threat to the balance‘of payments. 
Here it is wage movements relative to those in competing 
and customer countries which are decisive, due allow- 
ance being made for relative changes in productivity. 
One question relevant to the whole of the present ana- 
lysis is the extent to which the authorities, in regulating 
investment policy, are concerned chiefly with the 
balance of payments. In so far as this is their sole 
concern, all is well so long as countries keep in step. 
This is part of the explanation of the fact that it has 
been possible in recent years to work towards a high 
level of employment in most western European 
countries. But once the alarm is sounded the fear of 
moving ahead relatively too fast plays a large part in 
dictating policy. “If we are to compete successfully 
in overseas markets, we cannot afford to be an infla- 
tionary island in a non-inflationary world.”® If this is 
feared in each country in turn, disinflationary policy 
receives a competitive impetus and is thus extended to 
countries which enjoy perfectly satisfactory balances 
of payments. The governor of the Swedish Riksbank 
recently issued a warning that, if other countries 
succeeded with their restrictive measures, Sweden 
would have to keep wage increases within the limits 
set by productivity and might have to give up its full 
employment policy.® 

But wage and price movements are not looked at 
purely from the competitive angle. Their absolute 
movements have a significance quite apart from 
possible reactions on foreign trade. There are, first 
of all, a number of countries where, partly for reasons 
of past currency experience, price stability is regarded 
as of primary importance and where, accordingly, 
the scope for initiating expansion is restricted unless 
wage restraint is secured without the check of 


5 Bulletin for Industry, United Kingdom Treasury, Novem- 
ber 1955. 
в Svenska Dagbladet, 7 November 1955. 


unemployment. And, quite generally, it is recognized 
that an upward movement of prices, other at least 
than a modest one, brings undesirable consequences 
in its wake even if the same thing is happening in 
competing countries. The objections apply parti- 
cularly to a movement which goes on so long as to be 
generally expected to persist, and of course they 
become overwhelming if there is any danger of an 
inflationary movement getting really out of hand. 


The need for restraint 


So long as wages are left to be settled by free nego- 
tiation, autonomous and compensatory wage-move- 
ménts are prone to exceed the rise in productivity, 
except where unemployment is on a sufficiently large 
scale to overcome the bargaining-power of the trade 
unions. Some of the pleas for monetary restraint 
seem to have аз their implicit premise that unemploy- 
ment is the natural equilibrating force, though this 
view probably underrates the strength of trade unions 
in most countries and fails to recognize the impracti- 
cability of unemployment on such a scale as would be 
required to counteract it, if reliance were placed on 
this course. 


The main reason why it has been possible in most 
western European countries since 1954 to work up to 
high rates of investment and high levels of activity 
without—so far at any rate—any really serious move- 
ments in the cost of living is that, in fact, the respon- 
sible workers’ and employers’ organizations have been 
conscious of the need for restraint, even though, with 
very few exceptions, there has been nothing resembling 
a wages policy. Where wage movements now look 
more threatening, it may not only be the result of the 
attainment of quite exceptionally low rates of unem- 
ployment and of the existence on a large scale of an 
unfulfilled demand for labour. It may also be the 
psychological consequence of the greater reliance 
placed by the authorities on the free operation of 
“ natural ” economic forces. 


Success in pursuing a high level of investment 
largely depends on the maintenance, and if possible 
intensification, of restraint. In the United Kingdom, 
production of metal-working machine tools for the 
home market was 17 per cent higher in the first three 
quarters of 1955 than in the same period of 1954, and 
the total area of industrial building started was three- 
fifths bigger.? Such increases represent a valuable 
reinforcement to the rate of industrial development. 
They have been secured without any effect on real 


? The Financial Times, 28 January 1956. These figures are 


quoted here merely to illustrate the developments already 
discussed generally for western Europe in Chapter 1. 
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wages, apart from the appropriate adjustment which 
has to be made for the small adverse influence on 
the balance of payments attributable to the increase 
in the rate of investment. But it is precisely this 
increase which accounts for the difference between 
the favourable view usually taken of the state of eco- 
nomic balance in 1954 and the unfavourable view of 
developments in 1955; and the reason for the change 
of attitude is largely to be traced to money wage 
movements, threatened as well as actual. 


That restraint on wage movements is desirable is 
generally recognized. It is also beginning to be clear, 
however, that, to be acceptable to workers, wage 
restraint would require’ restraint on other incomes 
too, and-hence some kind of general economic under- 
standing. A possible basis for an agreement might 
be provided by appropriate use of the instrument of 
taxation. If demand presses more heavily, in conse- 
quence of a higher rate of investment, not only are 
real wage rates kept below the level which they would 
otherwise attain, but profits—both profit margins 
and aggregate profits—are higher in real as well as in 
money terms. Restraint will be more acceptable to 
the wage earners if a considerable proportion of the 
additional profits is transferred to the State, so that 
the additionat-saving—which-matches the additional 
investment is largely public rather than private saving. 
This, even under present conditions, would be the 
result in some countries of tax systems which still 
weigh heavily on incomes derived from _profits.® 
Indirect taxation may also have a part to play here. 
These are matters for discussion later in this chapter, 
as is also the more direct application of the fiscal 
instrument as a means of positively limiting consump- 
tion.® 


It would also seem to be a necessary condition for a 
general agreement covering wages and other incomes 
that there should be no question of “ freezing” money 
wages. The fact that the рисез of many-goeds and 
services are established under conditions of far from 
perfect competition leaves room for an important 
influence of money wages on real wages. In parti- 
cular, anything which can be described as “ stickiness ” 
of prices creates for the money wage level an important 
role. Where a price is sticky, the growth of produc- 
tivity will tend to result in the establishment of a 
profit margin in excess of the minimum required to 
evoke the actual rate of production. But if money 
wages rise at least as fast as productivity, profit mar- 
gins will be kept from becoming inflated and real 


‚ 8 The effect in maintaining financial obstacles to investment is 
indicated in Chapter 4. 


® Sections 5 and 6. 


wages will benefit accordingly.1° A moderate upward 
movement of wages is to be dispensed with only if it 
is desired temporarily to forgo, in the interest of invest- 
ment, a great part of the potential growth of real 
wages resulting from the progressive improvement of 
productivity. 

It is only on the basis of an understanding of this 
kind—whether or not it took a form worthy of being 
described as a “ wages policy ”—that it would seem 
possible to secure the rate of economic development 
which would strike a reasonable balance between 
current sacrifice and future gains. 


One important question is whether such an under- 
standing should be confined to negotiated wage rates. 
If it were to extend to demand-induced wage move- 
ments it would require restraint on the part of em- 
ployers faced with a shortage of labour. In countries 
in which manpower is the limiting factor rather than 
physical capacity, the absence of such restraint would 
prove a serious defect. 


a 
The implications of unemployment 


It should be emphasized that the benefits of an expan- 
sionist policy are not to be measured simply by the 
arithmetical difference between, say, 97 per cent and 
99 per cent full employment, although that difference 
is important enough and although the difference in 
unemployment is likely to conceal a considerably 
larger difference in effective employment. The impor- 
tant gain is the additional net investment. This may 
be the outcome not only of the higher total product 
but, in addition, of a lower volume of consumption 
than would otherwise be entailed. Section 2 of the 
preceding chapter has already indicated what an 
important contribution to productive net investment 
would be made by, say, an additional 3 per cent of 
the national product. 


Where unemployment is serious, its alleviation and 
the associated improvement of national income form 
an important part of the case for an expansionist 
policy. But a strong deterrent is exercised, for example, 
in Italy, and also in Greece, by the fear of a rise of 
money wages. In such countries an understanding 


ЮИ is only when the money wage level is already rising 

through time sufficiently fast to eliminate all unnecessary profit 
margins that it is true to say that a higher money wage level will 
be reflected entirely in higher prices and not at all in higher real 
wages. 
_ There is also the effect of a higher level of money wages in 
increasing the wage-earners’ purchasing power over goods 
which enter into international trade, the prices of which are 
partly or wholly determined by world conditions. The improve- 
ment of real wages which can come about in this way is to some 
extent—but only to some extent—a reflection of any improve- 
ment in the terms of trade. It is in any case secured at the 
expense of a deterioration in the balance of payments. 


about wages, if it could be reached, would enable an 
investment policy to be planned which would also 
help reduce unemployment. If a more expansionist 
policy was then possible, at the temporary expense of 
the growth of real wage rates, it would mean that 
physical capacity would currently be more fully 
exploited, as well as being more rapidly expanded. 
The concomitant would be higher rates of profit. 
These may raise political and social objections (which 


should partly be met by the use of taxation), but would 
serve to ensure that capital development involved the 
adoption of more labour-intensive techniques than are 
dictated by present conditions." 


1 The growth of employment, the absence of which in recent 


years has been so disappointing, would then be fostered without 
the sacrifice of potential growth of income entailed in departing, 
in the interests of employment, from the techniques dictated 
by ruling rates of wages and profits. 


3. INVESTMENT AND THE BALANCE OF PAYMENTS 


The relation between the level of activity and the balance 
of payments 


The question has been raised in the preceding sec- 
tions to what extent economic policy, in so far as it is 
concerned with the pressure of demand and the level 
of activity, is evolved primarily with an eye to the 
balance of payments. It is clear that in the United 
States and Switzerland it is not the state of the balance 
of payments which at certain times, such as the present 
one, dictates a policy of mild restraint; and this is also 
true of the recent adoption of more cautious credit 
policies in western Germany. Sweden is also a country 
in which rising wage costs and rising prices arouse 
concern in their own right quite apart from their 
reactions on foreign trade; but the fear of a deteriora- 
tion in the balance of payments is a powerful additional 
influence in instigating disinflationary policies,}* and 
in this connexion it has been pointed out that Sweden’s 
monetary reserves are very inadequate.4* Among 
countries whose balances of payments are actually in 
deficit, the deficit seems usually to be regarded as a 
sufficient justification for disinflationary action. Out- 
standing in this category are Denmark and the United 
Kingdom, with Norway 1“ perhaps occupying а less 
pronounced position. 


12 See also, for example, Nationalbudget for dr 1955, Коп- 
junkturinstitutet, Stockholm, 1955, p. 125, and Economic 
Conditions in Denmark, Iceland, Norway and Sweden, OEEC, 
October 1955, pp. 45-6, (Seventh Report of the OEEC, 1956). 


13 Measured in terms of the Central Bank’s short-term net 
foreign exchange assets and liabilities, the Swedish reserves 
amount to about three months’ import requirements, as do 
those of the sterling area and those of Finland. Those of Den- 
mark and Norway are negligible. The reserves of several of the 
other western European countries cover about five months’ 
import requirements, those of Austria over six months’, of 
western Germany over seven months’, of Greece almost nine 
months’, and of Switzerland 15 months’. (See Chart 4). 


Meg. “... important objectives in 1955 are to limit the 
deficit in the external economy and to reduce the pressure on 
domestic prices, and on the labour market.” я (Reply of Nor- 
wegian Government to United Nations questionnaire on full 
employment and balance of payments, Economic and Social 
Council paper E/2726/Add.2, 13 May 1955, p. 47). 


While it is obvious that a higher level of activity will, 
with given productive resources, entail higher пирс: 
and smaller exports, it would be a mistake to assume 
too readily that at the present time any balance-of- 
payments difficulties afflicting European countries 
must be solely the result of excessive pressure of 
demand on productive resources. The classical 
mechanism of adjustment brought about by monetary 
restrictions may be both justifiable and sufficient in 
some cases, but not necessarily in all. 


It is of some importance to consider whether any 
particular country which is faced with a balance-of- 
payments problem can be regarded as being in normal 
balance-of-payments equilibrium. Otherwise there is 
a danger that a deficit may be regarded as the justi- 
fication for disinflationary measures when a more 
radical and more permanent solution is called for, 
including possibly adjustment of the exchange rate or 
of the industrial pattern, and requiring positive 
encouragement rather than discouragement of pro- 
ductive investment. It has been maintained that Den- 
mark is a case in point.45 The rapid economic develop- 
ment of Norway has been assisted in recent years by 
adverse balances financed by foreign aid and credits, 
and the attempt to achieve a greater-degree of inde- 
pendence of foreign assistance will involve structural 
adjustments. Nor can it be said that the foreign trade 
position of France or Italy, Greece or Turkey, or of 
the United Kingdom is, each in its different way, 
fundamentally strong, quite apart from such addi- 
tional difficulties as may be attributed to any excep- 
tionally heavy pressure of demand. Nevertheless, 
several of these countries have considered it necessary 
to take steps during the last year or sO to freStrain the 
rate of growth of internat activity, either to-deat with 


what appear to be regarded as pressing temporary 


15 See J. H. Gelting, “Ге probléme de la balance des paie- 
ments du Danemark ’’, Bulletin bimestriel, Société belge d’études 
et d’expansion, August-October 1955. Mr. Gelting shows that 
the balance of payments has in recent years shown a surplus 
only when stocks were falling or when the level of activity was 
exceptionally low. 


difficulties or to hold balance-of-payments deficits 
within limits while more fundamental measures of 
adjustment are given time to take effect. 

Any slackening of activity is likely to have some 
remedial effect on a country’s balance of payments. 
Any reduction in the demand for raw materials and 
consumer goods can be expected to bring about some 
saving in imports!® and may release additional 
amounts of exportable surpluses, such as Denmark’s 
foodstuffs and western Germany’s and the United 
Kingdom’s coal. More generally, the domestic market 
is less attractive when total activity and real incomes 
are lower. This is only partly a matter of lower prices. 
For manufactured goods the present and expected 
state of demand has an importance in itself, apart 
from its effect on prices. If the attractions of the 
domestic market are reduced, domestic producers will 
be driven into taking more interest in foreign markets. 
But the driving force is the inadequacy of the total 
demand for their products to cover the full use of their 
productive resources. It would be arguing in a circle 
to suppose that, in the short run, a lower domestic 
offtake can result in a fully compensatory rise of the 
volume of exports. 

Few governments appear in fact to be contemplating 
any signifi i loyment 
objectives. In Denmark the immediate objective is 
“а slackening of economic activity”, and, by com- 
parison with the normal upward trend, some results 
have been achieved already. “ Unemployment is likely 
to be somewhat above the relatively low level of 1954 
as aresult of “a sizable direct decline in total domestic 
demand.”!” In Norway, however, “ although curative 
measures must... be concentrated on... demand ”, 
the aim is “ not to create unemployment ”.18 But in 
this context it is relevant that considerable disappoint- 
ment has been expressed 13 with the result secured so 
far for the balance of payments, the alleviation of 
which in the latter part of 1955 is attributed to excep- 
tionally favourable economic conditions, especially 
for shipping. Much the same—in relation both to 
aims and to disappointment—is true of the United 


16 For Sweden it has been “... approximately estimated that 
a 1 per cent rise in real income would lead to a 100 million 
kronor increase in imports...” (Reply of Swedish Govern- 
ment to United Nations questionnaire on full employment 
and balance of payments, Economic and Social Council paper 


E/2726, 15 April 1955, р. 99.) This is on a total import bill of . 


some 9,300 million kronor. 


17 Economic Survey of Denmark 1955, рр. 24 and 28. The 
average percentage of unemployment among insured workers 
did in fact increase from 6.7 per cent in the second half of 1954 
to 9.0 per cent in the same period of 1955. 


13 Address of the Norwegian Prime Minister to the Storting, 
20 June 1955 (Norges Bank Bulletin, 1955, No. 2). 


9 e.g., by the Minister of Trade (see Neue Ziircher Zeitung, 
30 November 1955). 


Kingdom. “The maintenance of full employment is 
one of the major aims of Swedish policy ”,?° and this 
applies also to the disinflationary policy applied in 
Finland. 


The effects of restrictive measures bearing primarily on 
investment 


The desire to reduce total activity as little as possible, 
in order to achieve any given effect on the balance of 
payments, may in some countries encourage the use 
of measures which primarily restrain investment. In 
a number of countries a change in the relative part 
played by investment in total production may have 
direct effects on the balance of payments. The effects 
are experienced in various ways. In the first place, 
the industries producing capital goods are often 
important exporting industries and, to a far greater 
extent than for industry in general, a reduction of 
domestic offtake will result in an increase of exports. 
For a_wide range of engineering ‘ndustries, export 
order books “have” о Ио ЧЕН 
being postponed аз a partial alternative to prices being 
raised to full scarcity levels. The United Kingdom 
provides an outstanding example.#4 Here a rapid and 
direct substitution of exports for goods for domestic 
investment is possible in a number of sectors of 
production. In the second place, there is a reasonable 
presumption in many countries that the marginal 
import content of investment other than building 2 
is higher than that of output in general. Investment 
makes particularly heavy demands on certain mate- 
rials such as coal and steel; and there is a wide range 
of instances in which equipment required for addi- 
tional investment has to be imported, either because 
the domestic industry producing the equipment is 
working to full capacity or because it does not exist 


20 Economic Conditions in Denmark, Iceland, Norway and 
Sweden, OEEC, October 1955, p. 46 (Seventh Report of the 
OEEC, 1956). 


*1 The reign of cheap money ended in the United Kingdom in 
the autumn of 1951. And, by more direct means too, investment 
cuts were imposed. The reason then was the shortage of steel. 
“No one wants to cut home investment if it can possibly be 
avoided ... but, having regard to the supplies of steel which 
are likely, we could not avoid the investment cuts ” without 
sacrificing exports of machinery (the Chancellor of the Exchequer, 
in the House of Commons, Official Report, 17 March 19523 
col. 2053). On the present occasion, it has so far proved possible 
to supplement supplies of steel, but only at the cost of dollar 
expenditure, and it is the full production of the engineering 
industries which is insufficient to meet all the potential demands. 


22 But, of course, a large part of investment activity takes the 
form of building, either in association with or independently 
of the installation of plant. Here usually the import content is 
abnormally low. For the United Kingdom in 1950 direct 
imports involved in building amounted on the average to only 
9 per cent of the total (gross), including imports required for 
the domestic production of building materials (National Income 
and Expenditure 1955, Central Statistical Office, Table 18). 


at all. Here again the relationship between a lower 
rate of investment and a more satisfactory balance of 
payments is immediate and fairly complete. This 
consideration plays a particularly significant part in 
the Scandinavian countries.2° 

A check to the growth of investment may also assist 
in bringing about a redistribution of labour to the 
benefit of exporting and import-saving industries. In 
the United Kingdom and the Scandinavian countries 
the output of important exporting industries, and of 
industries producing substitutes for imports, is depen- 
dent on the availability of labour. It is hoped that 
curtailment of investment will result in a useful diver- 
sion of manpower to such industries; and clearly this 
result, for the working out of which adequate time 
must be allowed, is capable of being very important. 
Structural adaptation to a change in world conditions 
is retarded if firms which cou!d expand have difficulty 
in recruiting labour, and the effect of this may be 
serious if there is an absolute shortage of manpower. 
The degree in_which the labour released_from_the 
investment sector will find alternative occupation, 
without some extra unemployment, depends on the 
extent to which there is an unfulfilled demand for 
labour. It is in Norway, particularly, that considerable 
hopes are built up on a successful redeployment of 
manpower, mainly at the expense of the building 
industry. In Denmark, on the other hand, with a 
much less tight labour market, the diversion to pro- 
duction for export cannot be expected to be at all 
complete in the short run.?* 


This particular form of benefit to the balance of 
payments may thus require some slackening of acti- 
vity to facilitate a structural adjustment, but once this 
is complete the level of activity can be restored. A 
lower rate of investment can be matched by higher 
exports and smaller imports; but investment, unlike 


23 It is important to note that the argument is based through- 
out on the assumption that the industries in question are 
working to capacity, and it applies only to a period too short 
for any appreciable change in the level of capacity to be effected. 
The average direct import content of gross investment (inclusive 
of “ repairs”) in Norway, apart from building, was in 1953 
52 per cent (Statistiske Meldinger, 1954, No. 12), but this omits 
the import content of the raw materials. The inclusion of ships 
causes the figure to be so high. 


24 Economic Survey of Denmark 1955, p. 28. In the OEEC 
Report (op. cit.) it is stated that the resources of the building 
industry, on which “ the reduction of home demand will prima- 
rily be concentrated... cannot, in the short run, be switched 
to production for export” (pp. 14, 15 and 16)—the need 
of the export industries being for an expansion of physical 
capacity, which is inconsistent with “ any general discourage- 
ment of productive investment” (pp. 16, 17). Denmark’s 
exports of machinery have in fact been rising very successfully 
in the past two years; but if any explanation other than the trend 
of world demand is called for, it lies in the curb on the expansion 
of domestic demand for machinery and not in any effect of the 
easing of the labour market. 


the rate of activity, has to remain limited. It is impor- 
tant therefore that governments contemplating mea- 
sures to restrain investment as a cure for balance-of- 
payments difficulties should either be confident that 
those difficulties are.due to temporary factors or be 
prepared to reckon with the fact that, in default of 
other remedial measures, investment will have to 
remain below the levels which it would otherwise 
have reached if the benefit to the balance of payments 
is to be permanent. 


Finally, there arises the vital issue of the effect of 
changes in money wages on the competitive position 
of domestic producers in foreign markets, and also 
in the domestic market. It has already been empha- 
sized that the changes which are here significant are 
relative to those in competitive and customer coun- 
tries. It emerged from Section 2 that a high rate of 
investment may result in upward pressure on the 
money wage level for reasons apart from a resulting 
high level of activity and employment. Here again a 
limitation on investment is directly helpful, though 
any consequent increase in unemployment will con- 
tribute somewhat to keeping wages more stable. 


The balance-of-payments difficulties which now face 
certain western European countries cannot be attri- 
buted directly to the current level of investment. In 
most countries of western Europe import policy had 
become attuned in the course of the past two or three 
years to a level of internal demand which was below 
what the available physical resources justified. More 
recently, with the rapid growth in rates of investment, 
balances of payments have in some cases become less 
favourable or even definitely unfavourable. It is 
seldom maintained that the correct remedy is to push 
investment back to where it was some years ago. At 
the moment emphasis is laid on putting a temporary 
stop to any further increase in the rate of investment 


‘and, in most of the countries with actually adverse 


balances, on getting back to the investment, of say, 
the beginning of 1955, rather than on any more 
drastic curtailment. This is partly because each coun- 
try is benefiting from additional demands from the 
others, and the change in any one country’s balance 
of payments is far less serious than it would have been 
had its rate of economic progress improved in isola- 
tion. This means, however, that a general move 
towards restrictions on investment, even though 
started gently, may run some danger of creating a 
snowball effect. 


Use of import controls 


If the rate of investment for any country can once 
be raised to a satisfactory level, temporary checks 
designed to relieve short-run disturbances in the 
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balance of payments, or to facilitate such realignment 
of resources as may be needed to correct more funda- 
mental difficulties, may be imposed without seriously 
prejudicing long-run developments. The problem is 
much more difficult for countries where the rate of 
investment is still very low and the need for invest- 
ment very great. This possible conflict between short- 
run and long-run requirements suggests the desir- 
ability of considering whether it may not be appro- 
priate in particular cases to employ other more direct 
means of dealing with balance-of-payments diffi- 
culties without hampering investment and future 
growth. 

Any resort to such direct controls would need to 
be very soundly motivated in each case. The liberaliza- 
tion of trade among western European countries has 
clearly played an important part in promoting eco- 
nomic progress in this area and, as discussed in Chap- 
ter 1, has helped to ensure the smooth flow of supplies 
and the maintenance of price stability during the 
upsurge of production in the past two years. These 
are very great gains compared with the grave impe- 
diments to trade in Europe before and after the war. 
Nor does it appear that, for western Europe as a 
whole, the removal of quantitative restrictions on 
imports from the rest of the world has proceeded so 
fast as seriously to prejudice the balance-of-payments 
position of the area, although the special nature of a 
large part of the present foreign expenditures of the 
United States is a continuing warning of the need for 
western Europe’s “normal” current balance to be 
improved against the day when these expenditures are 
substantially reduced. 


On the other hand, trade liberalization need not 
mean that reliance must in all circumstances be 
placed on the compression of internal activity in 
response to external strains. It has already become 
widely recognized that an exception must be made for 
under-developed countries seeking to expand and 
strengthen their economies.** This exception is taken 
into account in the new draft revision of the General 
Agreement on Tariffs and Trade.2® For a country 
which relies on financial assistance from abroad to 


35 See Chapter 12, Economic Survey of Europe since the War, 
PP. aera and Chapter 16, Economic Survey of Europe in 1953, 
p. 203. 


в “ Contracting parties the economies of which can only 
support low standards of living and are in the early stages of 
development ... should enjoy additional facilities to enable 
them (а) to maintain sufficient flexibility in their tariff structure 
to be able to grant the tariff protection required for the estab- 
lishment of a particular industry and (5) to apply quantitative 
restrictions for balance of payments purposes in a manner which 
takes full account of the continued high level of demand for 
imports likely to be generated by their programmes of economic 
development ” (article XVIII of GATT as submitted under the 
Final Act of the Ninth Session on 10 March 1955). 


supplement its domestic resources, it is particularly 
important that its purchasing power over imports 
should be applied to the types of commodity which 
are best designed to enable economic development 
to be rapidly carried out without unduly depressing 
standards of living. This seems to call for discrimina- 
tion. It is true that a suitable tariff structure can serve 
the needs of discrimination. But the modification of 
tariffs is a slow and cumbrous process, and it is 
difficult to estimate the tariff required to result in 
any desired quantity of imports. If the best tariff 
structure which can be devised and negotiated is 
backed by some measure of quantitative control, a 
flexible instrument is provided. 

In the case of Italy, with its new development 
programme, an OEEC committee has pointed out 
that the Government “ is very understandably anxious 
to retain... the very high degree of liberalization 
that, in accordance with thexgeneral aim of the OEEC, 
[it] has achieved ”. But the OEEC committee has also 
stated that while the Government “is clearly right 
in attempting to solve the balance-of-payments 
problem by increasing exports... there can be no 
question that the task .. . which [it] has set itself will 
require the full energies of Italian industry and of the 
Italian Government ”.?’ 


Greece, although exempted from OEEC obligations 
on account of its special position, has in fact almost 
entirely abandoned quantitative control of imports. 
Indirect methods of keeping down imports are, 
however, resorted to, in addition to some increases of 
customs duties. The very tight credit policy is aimed 
largely at importers. Credit restrictions are imposed 
in such a way as to discriminate between different 
kinds of imports, but of course they do not affect 
importers who have adequate liquid resources of their 
own. Moreover, the importers of certain goods have 
to pay the full drachma equivalent into a local bank.?8 


In addition to the possibility of making judicious 
use of quantitative restrictions as an aid to the best 
allocation of resources in the difficult process of 
economic development, there is also the possibility 
that the balance-of-payments problems of other more 
developed countries may sometimes be more satis- 
factorily met by quantitative controls on imports than 
by the heavier and more costly weapons of general 
economic contraction. The decision depends partly 
on the cause of the balance-of-payments disturbance 
—whether it can be identified as due to excessive 
internal demand with consequent adverse effects on 


*7 From a report of an OEEC committee on the Ten-Year 
Development Programme adopted by the OEEC Council on 
10 June 1955 (Press Release A (55) 25 and 26). 


зв Similar measures are in force in Denmark and in Finland. 


imports and exports, or whether, for example, it is 
due to exceptional difficulties arising in trade and 
financial relations with particular countries or to the 
effects of temporary fluctuations in world conditions. 
The decision also depends on the nature of the remedy 
envisaged—if the general level of internal activity 
and demand needs to be lowered, this may be best 
secured by a reduction in consumption (which could 
be hastened by the temporary imposition of import 
controls) rather than by cutting back on investment : 
if there is a need for more investment specifically 
aimed at strengthening the foreign trade position, 
import controls may be one appropriate means for 
relieving the strain until more fundamental remedies 
can take effect. 


4. THE ASSESSMENT OF THE 


The kinds of policy which may be followed by a 
country anxious to expand investment to the maximum 
depend on the nature of the limiting factors. There is 
frequently considerable uncertainty as to how far use 
is being made of productive capacity at any moment 
and as to how much additional output could be 
forthcoming from the various sectors. In attempting 
to answer these questions in any particular situation, 
it is useful to distinguish clearly between limitations 
arising from the side of manpower and those arising 
from the side of physical capacity. 


Over-all shortages of manpower 


In its extreme form, an over-all shortage of man- 
power implies that there is a fixed amount of man- 
power and that all of it is employed. A higher rate of 
investment thus necessitates a shift in the allocation 
of labour and a lower production of consumer goods— 
if the needs of defence, other government services, 
etc. have to be taken as given, and a given balance-of- 
payments position has to be preserved. Since the 
general level of activity and total demand will be as 
high as before, prices of consumer goods may be 
expected to rise in relation to money wages. The 
necessary reduction of consumption is then effected by 
a shift of real income from wages to profits except in 
so far as this is countered by an increase in taxes. 


In practice, a shortage of labour will often be in 
evidence although the total amount of employment 
is still capable of being increased. The fact that there 
is still some margin of unemployment does not 
necessarily mean that many employers would not 
welcome additional labour, if it were equal in effi- 
ciency te some of the labour already employed by 
them and was available at the ruling wage rate. The 


If import controls are appropriate in any particular 
case, it is preferable that the decision to impose them 
be taken by agreement with the other countries 
principally concerned. The rules of the OEEC Code 
of Liberalisation and of the General Agreement on 
Tariffs and Trade should protect any country making 
justifiable use of import controls against direct 
retaliation ; but the aim of international co-operation 
should be not only to obtain relief for the country 
needing it but also to secure that, so far as possible, 
the impact falls on the countries best able to absorb 
the strain, so as to avoid provoking a wave of restric- 
tions. The aim should also be to make sure that 
import controls do not become a means of avoiding 
more fundamental remedies where needed. 


LIMITING FACTORS 


various sources of flexibility to be discussed in Chap- 
ter 5 can serve to increase the effective amount of 
employment as the total pressure on available man- 
power is intensified—particularly if the prospect that 
demand will remain high is sufficiently reassuring to 
encourage the necessary adaptations. 


А significant increase _in_the supply of labour 


requires time, however, and the important characteris- 


limitations in physical capacity, is that it is much more 
prone to result in a wage-and-price spiral. In terms of 
prices and wages the situation is far less stable. The 
degree of stability turns not only on restraint on the 
part of trade unions in demanding higher wages and 
on reluctance on the part of employers’ organizations 
to grant them, but far more on restraint on the part 
of individual employers in the face of labour shortages. 
Individual employers, if they respond exclusively to 
their own interests, will bid up wages against one 
another, irrespective of any desire of the workers as 
individuals or as members of trade unions to press for 
higher wages. In terms of the analysis given in Chap- 
ter 5, a shortage of manpower tends to produce a 
demand-induced"wage movement proceeding indepen- 
deiitly of, though perhaps encouraging, any compen- 
satory wage movement resulting from a rise of the cost 


of living or autonomous wage inflation initiated by 
$$ re Tarts 


trade unions. 


The manpower situation is frequently characterized 
not so much by an over-all shortage as by shortages 
of specialized types of labour. These have been parti- 
cularly marked in building—in many countries even 
at times when there was general unemployment on an 
appreciable scale—and also in the engineering indus- 
tries, more particularly in the last year or so. It is 
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these specific labour shortages which, more than any- 
thing else, set a limit to the desirable amount of pres- 
sure of demand for the capital goods affected by them. 
And as so much investment involves the use of skilled 
building labour the limitation is fairly comprehensive.” 
It is here that an unduly rapid upward movement of 
wages, eventually extending through the whole econo- 
mic system, is likely to take its origin. The movement 
will probably carry with it increased wage differentials, 
but these have a disappointingly small effect in improv- 
ing the supply of the scarce types of labour.” 


Physical capacity for producing consumer goods 


The possibility of a higher rate of investment is 
ultimately determined by limitations on the output 
of consumer goods. A higher rate of investment may 
mean a larger total of activity and of real income and 
hence a larger demand for consumer goods. When 
manpower is available and physical capacity in the 
consumer-goods sector is not yet too hard pressed, 
there is a strong case for pressing hard on the invest- 
ment sector. If there is an excess of manpower in 
relation to the available physical capacity, the problem 
is to appraise the extent to which capacity is being 
utilized and the risks involved in endeavouring to 
secure a larger output of consumer goods from it as 
investment and over-all demand rise. As demand for 
consumer goods presses against the limitations of 
capacity, the elasticity of supply diminishes rapidly, 
so that costs and prices rise and real wages decline. 
Total real income of labour as a whole is likely, 
however, to be higher as employment expands, and 
real earnings per worker may also be higher if longer 
hours of work are provided. 


The difficulty of diagnosis in any particular situation 
arises partly from the inevitable patchiness of the 
economic balance. While there are usually ample 
reserves of physical capacity in some lines of consumer- 
goods production—and indeed in most lines in the 
more developed countries—in others there may be a 
real shortage.*! The rise of prices caused by a general 
increase in demand may be very restricted in the area 
to which it applies and modest in extent by comparison 
with the increase in the rate of investment which is the 


2° Table 6 shows that in a number of countries there was 
some significant movement of labour between industries during 
the years 1953 to 1955, and, in particular, some movement into 
building. Section 4 of Chapter 2 has also referred to the relatively 
greater expansion in some countries of the building and metal- 
using industries as compared with industry in general. Never- 
theless, the flexibility experienced is not sufficient to invalidate 
the general argument. 


30 See Section 6, Chapter 5. 


31 СГ. Alfred Sauvy “Та situation économique ’’, Droit 
Social, Paris, September-October, 1955, p. 476. 


motive force. Substantial price rises for a few impor- 
tant commodities will, however, ordinarily provoke 
reactions altogether out of proportion to the real 
effect on the cost of living. If such reactions are not 
allowed to cause undue alarm, the disease will find its 
own cure. Under the system of private enterprise 
nothing is so helpful to the removal of bottlenecks as a 
manifest readiness to see demand press heavily on 
them. The exceptional profits which accompany the 


ment in removing the bottlenecks—provided that the 
higher level of demand can be expected to persist. 
And the prices will then gradually revert to normal 
levels. But if total demand is kept down to the level 
dictated by the physical limitations, the inducement 
to deal with them will be far weaker. Avoidance of 
the symptoms of the disease of lack of balance pro- 
longs the disease, with a continued sacrifice of invest- 
ment and of production as a whole. 


Thus, in so far as shortages may exist here and there 
in the physical capacity available for the production of 
consumer goods, quite a small amount of investment 
will often be sufficient to redress the balance, the 
problem being one of incentive more than anything 
else. Frequently, however, the problem is not one of 
physical capacity in the sense of the equipment 
available for producing consumer goods, but arises 
rather with respect to the necessary inputs—that is, 
industrial raw materials and primary foodstuffs. 
In this case, the repercussions of increased investment 
activity affect investment itself and the balance of 
payments. If the relevant shortages lie in the produc- 
tion of such basic things as steel and energy, consider- 
able investment will be called for in relation to addi- 
tional output required, and such investment itself 
competes with the demand for consumer goods. 
Relief may, and ordinarily will, be found through 


additional imports, and the foreign exchange outlays 
required are usuall Е value of 
the extra final output made possible. It is therefore 
particularly important, when curtailment of imports 
is necessary for balance-of-payments reasons, to make 


provision for assuring supplies of such essential 
materials. 


Foodstuffs present a different type of problem. 
In most of the more developed western European 
countries the extra demand for food arising from a 
higher level of economic activity is indeed scarcely 
a problem at all, boih because the elasticity of demand 
for food in such economies is rather low and because 
their agriculture is already nearly self-sufficient over 
a broad range of products and shows a slow, but on 
the whole steady, increase in output. The problem 
is much more serious in the case of the less-developed 


countries, such as Italy and Greece, where the elasticity 
of demand for food is relatively high and substantial 
additional imports may be required as total demand 
rises. This is indeed one of the most important 
limiting factors affecting the ability of these countries 
to carry out an expanded investment programme, and 
explains both why it is necessary that such programmes 
should make adequate provision for expanding 
agricultural output and why, in the meantime, they 
_ need adequate financial support from the outside to 
finance the additional imports of food that may 
temporarily be required. 


Physical capacity for producing capital goods 


As has been indicated in Chapter 2, physical 
capacity as a limiting factor usually plays a more 
prominent role in certain branches of the investment 
sector than in any branches of the consumer-goods 
sector.* But even though the limitation is often much 
more marked in the investment sector, it is there less 
serious as an obstacle to securing a high rate of invest- 
ment. The reason is that it is invariably patchy : the 
production of some varieties of capital goods will be 
up against full-capacity levels of operation at a time 
when it is physically possible to secure higher produc- 
tion of others. The same is true of the consumer- 
goods sector. But the pattern of investment is of far 
less moment over limited periods of time than the 
pattern of production of consumer goods. For the 
pattern of consumers’ choice is fairly rigid. It requires 
substantial price differentials 33 to fit the pattern of 
consumption to an ill-balanced distribution of equip- 
ment or of materials in the consumer-goods sector. 
There is not the same need in the investment sector to 
approximate to any independently determined pattern. 
Many capital goods are produced for use in the more 
distant as well as in the immediate future. If additional 
output of some varieties is not possible, there is no 
reason why policy should not be directed towards 
securing greater production of others. Then later, 
when the physical capacity which is scarce has been 
enlarged, the roles can be reversed and the desirable 
balance in the country’s stock of capital equipment 
can gradually be re-established. If there is no other 
decisive objection to a higher rate of investment, the 
aim of policy should be to exploi ilable capacity 
wherever it exists, to the point ich 
the additional output is no longer deemed likely to 


serve some fruitf 


32 For western Germany see introductory statement by 
Dr. Erhard to the joint Erhard-Schaffer economic programme 
submitted to the Bundestag in Berlin on 19 October 1955. 


33 Or a heavy increase of imports or reduction of exports. 


One method of securing this result is to offer a 
discriminatory stimulus to the production of particular 
types of investment goods which are bound to be 
demanded in the near future if not at present. Another 
method is to take advantage of the control of public 
authorities over a considerable portion of the invest- 
ment sector. Regulation of the rate of construction 
of dwellings, of public buildings, and of buildings 
required for the social services provides an important 
example. Subject to the meeting of really urgent 
needs, there is considerable latitude here—of which 
inadequate advantage is taken—both for anticipation 
and for postponement of programmes according to 
the development of production in the rest of the 
investment sector. 


This still leaves open the general question up to 
what point it is wise, by means of a non-discriminatory 
stimulus such as expansion of credit, to encourage the 
demand for capital goods when their output is already 
close to full-capacity levels, either over a limited part 
or over a large part of the investment sector. 


It is not unrealistic to isolate the issues involved by 
imagining a situation in which neither the over-all 
supply of manpower nor physical capacity in the con- 
sumer-goods sector constitute as yet serious limitations 
on production. For in fact, except recently in those 
countries in which unemployment has fallen to very 
low levels, the characteristic feature has been the 
existence of bottlenecks confined largely to the invest- 
ment sector. If demand presses heavily on such 
bottlenecks it involves higher prices for the capital 
goods in question. The concern which has recently 
been expressed about such price movements, for 
example in western Germany and also in Austria, 
is perhaps somewhat exaggerated. In October 1955 
production in the investment sector of western 
Germany was 23 per cent higher than in October 1954, 
while during the same 12 months’ period the prices of 
capital goods in general rose by only 3 per cent.* 
Such a result would not have been achieved if earlier 
doubts and hesitations had been reflected in an 
abatement of the pressure of demand. This develop- 
ment illustrates the point made earlier that, where 
there is no over-all shortage of manpower and where 
physical capacity in the consumer goods sector is not 


yet too fully occupied, there is good reason to push 


hard in inve nt sector. 


Such pressure does not adversely affect real wages. 
It will be reflected in a more rapid upward movement 
of money wages only to the extent that the over-all 


34 Monthly Report of the Bank deutscher Lander, November 
1955, p. 24. It should be noted that the price increase men- 
tioned relates not only to capital goods in the investment sector 
but also to those used for the production of consumer goods. 
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level of employment is higher. Higher profits in the 
capital goods industries which benefit from the higher 
prices may in themselves, however, incline the trade 
unions to demand higher wages, and the employers to 
grant them, and the effect may then spread elsewhere, 
as has been feared, for example, in Austria. The situa- 
tion illustrates both the need for restraint in wage 
movements, to avoid unnecessary restrictions on invest- 
ment and economic activity in general, and the need 
for tax measures appropriately conceived to prevent 
any undue building up of profits, as demand increases, 
with consequential effects on the distribution of income. 


The problem of balanced growth 


Balanced economic growth can be defined as a 
development in which the growth of consumption 
matches the growth of productive capacity in the 
consumer-goods sector. This definition, while not 
implying any particular rate of growth, does mean that 
consumption at any particular time is great enough 
to keep up the incentive to invest. At the same time, 
the real wage is such that consumption and investment 
together are not so great as to prejudice the country’s 
external balance and exercise no more pressure on 
productive capacity in the consumer-goods sector than 
is consistent with the payment of this real wage. 


Economic growth may be balanced, in the sense 
indicated, without being reasonably rapid. The rate 
of growth depends, firstly, on the initial level and 
evolution of real wages and consumption in relation to 
the national product. Secondly, it depends on the 
size of other claims, apart from home investment, 
on the national product—claims such as defence, 
foreign debt service and financial burdens in relation 
to overseas territories or assistance to other countries. 
Thirdly, corresponding to the rate of growth permitted 
by consumption and other demands, the composition 
of the stock of capital equipment must be reasonably 
balanced: this means that the pattern of production 
made possible by the full use of capital equipment (in 
particular the ratio of the output of capital goods to the 
output of consumer goods) should correspond to this 
rate of growth. Fourthly, the rate of growth depends 
on how the output of capital goods is allocated between 
productive and non-productive investment. Finally, 
it depends on the possibilities of expansion of effective 
employment, either through the growth of the labour 
force or through the employment of hitherto surplus 
manpower: the reason is that additional capital is 
usually most productive when it can be combined with 
additional labour, rather than having to be applied 
exclusively to the capital intensification of productive 
processes. 


The development of western Germany in the last 
few years is illustrative of a balanced economic growth, 
facilitated in its exceptional rapidity by a favourable 
position with respect to all of the relevant conditions 
summarized above and also by an assured demand 
arising from huge post-war reconstruction tasks. 
This development started at a time when taxation was 
very heavy and rates of interest were very high. The 
gradual relaxation of the pressure of taxation on con- 
sumption, and of credit conditions on investment, 
appear to have been conducted in unison with one 
another and in a generally harmonious manner. At 
the same‘ time, the favourable structure of western 
Germany’s export trade, combined with the absenc< 
of excessive home demand, has resulted in rapidiy 
rising exports and a ати balance-of-payments 
surplus; indeed, this has constituted a serious financing 
problem for that country and its trading partners, 
though it has been alleviated in some measure i0 
recent months by the marked expansion of imports 
аз a result of trade liberalisation and the growth of 
consumption. Had it been necessary at any stage, 
for either internal or external reasons, to tighten up 
significantly on consumption ог investment, it would 
have been far more difficult to pursue the right policy. 
As things have developed, smooth and rapid expansion 


has helped to renew itself by establishing in the minds — 


of business men a fairly firm belief that the growth of 
demand will continue. 


The development of western Germany in the form 
which it has taken in the last few years has also relied 


on the rapid increase in the supply of labour, althongh— 


capital investment has been intensive as well as exten- | 


sive, and productivity has been increasing fast. For 
reasons discussed in Chapter 5, however, the supply 
of labour will from now ор increase much less rapidly 


and, indeed;scarcely at all. е question which is now | 


much in mind is how this will affect the course of 
development. Subjeci to the still considerable uncer- | 
tainty as to the fucure claims of defence on western | 
Germany’s production and manpower, there would ' 
seem to be a twofold risk in the new labour situation. 
One is that the composition of the stock of capital. 
which, with a large capital-goods industry, has been 
well suited to the rapid rate of economic growth of the 
last few years, may prove seriously unbalanced if that 
rate should significantly decline with a reduced intake 
of labour. The second is that, under these circum- 
stances, west German export competition and the 
balance of payments may become even stronger anc 


increase the strain on internati ents. 


Both of these risks would be aggravated if, in emule 
tion of restrictive measures elsewhere or out of concer 


/ 


for its internal wage and price structure, westen . 


Germany found it desirable to reduce the level of its 
economic activity. While there is no sign so far that 
the level of activity will decline, the tendency of eco- 
nomic policy is in the direction of reducing the rate 
of expansion. The general tightness of the market 
position, and in particular of the labour market 
position, has given encouragement to those who think 
in terms of an “overheated Konjunktur ”.35 In 
August the Board of Directors of the Bank deutscher 
Lander raised their discount rate from 3 to 3% per 
cent, and minimum reserve ratios were increased. 
The object was to cool the atmosphere and it was 
stated that if the situation remained critical the Bank 
deutscher Lander would have to take further steps.°* 
Meanwhile, the Minister of Economics embarked on 
a vigorous campaign designed, mainly by means of 
persuasion, to keep down prices and to avoid a rise of 
wages which might outpace the growth of producti- 
vity.7_ The Minister has indicated that, should his 
attempts at persuasion fail to secure the necessary 
voluntary co-operation of industry and labour, he 


35 This diagnosis is rejected by Mr. Е. Berg, President of the 
Association of German industry (Deutsche Zeitung, 21 Decem- 
ber 1955). 


36 Monthly Bulletin of the Bank deutscher Lander, August 1955. 


37 A strong view is taken against “ introducing a wage and 
price stop and of placing its maintenance under police control. 
Such methods have failed at all times and in all countries. But 
to forgo measures of government control does not exclude 
endeavours to achieve—in particularly neuralgic spots—the 
desired result of a stable price level” (from an article by Dr. 
Erhard, the Minister of Economics, in Die Zeit, Hamburg, 
8 September 1955). 


5. THE ROLE OF 


It may often be clear that a higher rate of investment 
is desirable but that the pressure of demand on man- 
power in general is as heavy as is compatible with the 
maintenance of an adequate real wage. Alternatively, 
it may be that, though the real wage is regarded as 
adequate, the pressure is as heavy as is compatible 
with a tolerable behaviour of money wages and of 
prices. For either or both reasons, and for others as 
well, it may be as heavy as is compatible with a satis- 
factory balance of payments. 

It is under such circumstances that the role of saving 
becomes crucial. If manpower is the over-all limiting 
factor, additional saving operates by enabling more 
labour to be employed in the investment sector, cor- 
respondingly less being employed in the consumer- 
goods sector.*® If the limiting factor is physical capa- 


39 It is not necessary, unless an immediate or a large change 
is at issue, to contemplate an absolute reduction in per capita 


would have to fall back on the use by the Bank deut- 
scher Lander of the sharper weapon of credit restric- 
tion.38 ; 


An alternative course, which could help to induce a 
readjustment of the industrial structure and at the 
same time correct possible tendencies towards undue 
balance-of-payments surpluses, would be to stimulate 
consumption and thereby encourage investment 
in the consumer-goods industries. There is consider- 
able support for this approach, since real wages, 
though much above the depressed levels of a few years 
ago, are still low in comparison with those in other 
countries at a corresponding level of development, 
and civil service salaries and social security contri- 
butions are also relatively low. 


The present problem of structural readaptation in 
western Germany is, however, unique. Indeed, as is 
borne out by the statistical analysis in Chapter 2, 
the more typical need in western European countries 
is to expand the output of the capital-goods industries, 
now held down ither by insufficient productive 
capacity in this sector or by difficulties in restraining 
the development of real wages and consumption. In 
this situation a country may fall back into a state of 
growth which is balanced but inadequate, and little 
virtue can be claimed for such a condition simply on 
grounds of stability. 


38 Jn the article already quoted, the Minister issued the 
warning that the drastic counter measures which would have 
to be employed against an inflationary development, resulting 
from lack of co-operation, might throttle the boom altogether. 


ADDITIONAL SAVING 


city in the consumer-goods sector, additional saving 
operates by rendering a larger total of employment 
compatible with a given real wage and a given balance- 
of-payments position. As a means of securing a more 
satisfactory bala it ving 
serves as an alternative to less investment. 


The encouragement of private saving—and of per- 
sonal saving in particular—offers important possi- 
bilities; and some reference will be made to this 
subject in the following chapter, in connexion with 
the influence of the rate of interest and of conditions 
in the market for shares.*° But, whatever may be 
done by governments to encourage private saving, 


consumption. But if consumption rises through time less 
rapidly than productivity, the transfer of manpower can gra- 
dually take place between the two sectors, with the result that 
investment can rise more rapidly than productivity. 


40 Sections 1, 3 and 6 of Chapter 4. 
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the most important practical issue of public policy in 
this field will usually be the part which should be 


played by the government in promoting public Saving 
in the form of an excess of revenue over-expenditure. 


It is in terms of taxation policy that the discussion in 
this chapter is conducted, the assumption being that, 
in this context, a change in total tax receipts will not 
in itself lead to a change in government expenditure, 
and that the change is additional to what is required 
to match any change in government expenditure. 


It is important to decide whether in a particular 
situation additional taxation is or is not necessary as 
a concomitant of measures designed to stimulate 
investment, or indeed whether it would lead to an 
increase in investment without any additional mea- 
sures. These questions are often extremely difficult to 
answer, and the difficulties of diagnosis and of pre- 
scription sometimes lead to lack of coherence in the 
formulation of policy and of decision in carrying it out, 


Cases in which additional taxation is unnecessary 


If there is no definite shortage of manpower and 
if, in response to a higher level of demand, supplies 
of consumer goods would be increased without any 


serious rise of prices, investment can_and е 


stimulated without any attempt to increase saving. 
Indeed, an increase in saving is very likely under such 
conditions to do positive harm to investment by 
worsening trade conditions and so making business 
men more pessimistic about the future—this quite 
apart from the waste involved in unnecessarily in- 
creasing unemployment and reducing activity. It is true 
that, in default of any successful attempt to restrain 
them, money wages may, even under such conditions, 
be rising at an excessive rate; but, if this is so, the 
behaviour of money wages would probably not be 
much affected by slightly greater unemployment." 


This is the situation in a typical recession, such as 
was illustrated in a mild degree in many western 
European countries in the period 1952 to 1953. There 
is reason to think that, despite recovery from the 
recession, the situation has persisted in some countries, 
at least in a modified form, until very recently. 


In France, the combination of a low rate of indus- 
trial investment over the past few years with a quite 
appreciable growth of production suggests that the 
limits of physical capacity should have been reached 
some time ago; but in the previous chapter an expla- 
nation was given of why this did not happen. Fears 
that an expanding demand would have an inflationary 
effect on prices have been prominent and have been 
partly responsible for the lack of determination 


“1 See Section 7, Chapter 5, and Section 2 of this chapter. 


behind expansionist policy. Now, however, so far as 
the recent past is concerned, it seems to be widely 
felt that rising consumption has been helpful rather 
than otherwise to the promotion of investment and 
that, if anything, consumption demand has been 
deficient. In particular, the rise of money wages, 
which has been carried on only up to the point of 
leaving the cost of living stable (since the beginning 
of 1952), is regarded as having contributed a fruitful 
increase in consumption.*2 The question now raised 
is whether activity has reached a point at which a 
further expansion of investment would call for mea- 
sures designed to restrain consumption. 


The situation of Belgium is in some respects similar 
to that which has prevailed in France. It is true that 
in Belgium consumption recovered to its pre-war level 
earlier than in any other war-damaged European 
economy. But in more recent years the growth of 
consumption has been very slow, and, although pro- 
ductive investment has lagged too, the general recovery 
of activity during the past year (partly due to the high 
world demand for steel and metal products) has been 
sustained without signs of undue pressure of demand 
on resources. However, steel capacity has been fully 
utilized, as has the capacity for producing other basic 
materials and services, in particular coal and electric 
power. Given the extent of the various measures 
taken to stimulate investment, it seems probable that 
а somewhat higher volume of consumption would 
have been helpful to investment rather than other- 
wise.4? It has been suggested that “ the Government 
should continue to pursue an active policy of encour- 


42, Mr. Alfred Sauvy has recently expressed the view that 
“increases of low wages and of family allowances no longer 
have an inflationary character” (op. cit., p. 477), but that the 
position was different four years previously, agricultural plenty 
and the textile crisis being responsible for the change of diagnosis. 
This corresponds to the view quoted by the OEEC that, as 
regards the expansion of production foreseen for 1955, “ the 
productive capacity of the economy is thought to be adequate to 
enable such increases to be achieved without difficulty; and 
although full employment is already practically ensured,-no 
labour shortage is feared except in certain very limited sectors ”, 
Economic Conditions in France, QEEC, November 1955, 
page 13 (Seventh Report of the OEEC, 1956). 


“8 Cf. E.S. Kirschen : “... the attempt to solve the immediate 
problem by propaganda campaigns in favour of saving should 
be abandoned” (“Le choix entre l’expansion économique et 
la hausse des prix ”, Revue de I’ Institut de Sociologie, No. 4, 1951, 
p. 536). The Belgian Government itself takes the view that it is 
helping to increase private investment by stimulating private 
consumption “ by the improvements made in 1954 to certain 
social welfare benefits ..., by State contributions for the pay- 
ment of bonuses to miners, and by the grants from the ... 
Office du Placement . . . for providing work for the unemployed ” 
(reply of Belgian Government to United Nations questionnaire 
on full employment and balance of payments, Economic and 
Social Council paper E/2726/Add. 5, 23 June 1955, р. 5). НБ 
stated at the same time that “ the continued increase in military 
expenditure has made it impossible to increase civil investments 


(Continued on next page) 
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aging investment ”,*4 and this can probably go some 
way before additional taxation is called for in order 
to relieve the pressure on productive resources. 

Before the next type of situation is considered, it 
should be noted generally that, if the only obstacle to 
a higher rate of investment lies in limitations of pro- 
ductive capacity confined to the capital goods sector, 
additional saving may assist to some extent by reduc- 
ing demand for imported consumer goods, thus either 
releasing foreign exchange for the purchase of imports 
for the investment sector or releasing productive 
capacity at present devoted to exports. However, 
such a readjustment will almost certainly also involve 
some waste of resources in the consumer-goods sector, 
and this may tend to damp down the demand for 
capital goods by its effect on business men’s expecta- 
tions. If the only obstacle to higher rates of invest- 
ment is financial in character,*® additional saving 
might conceivably be helpful provided that it was 
largely confined to persons or institutions which use 
their savings in a fruitful manner; but this effect may 
well be outweighed by the adverse reactions on 
business men’s expectations. 


Cases in which additional taxation is necessary but not 
sufficient 


The typical case is that of an economy which is not 
suffering from recession or prolonged stagnation but 
for whose resources the level of demand is not so high 
as to result in actual shortages. A rise of the rate of 
investment is likely then to create one or more of the 
difficulties discussed in this chapter. If, however, it 
is accompanied by additional saving—imposed, say, 
by extra taxation—these difficulties may be avoided. 
The important principle to be emphasized is that the 
additional saving must be matched by positive action 
to stimulate investment, so that it does not become 
abortive by depressing the level of activity and of 
total real income and by bringing about an uncalled- 
for rise of real wage rates (by depressing prices rela- 
tively to money wages). This is the point which is 
often overlooked. 

The present position of France seems to provide 
an excellent example of the type of case where some 


restraint of consumption may soon essary 


if the investment rate is to be significantly increased, 
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as much as the Belgian Government would have wished ” 
(ibid., p. 4). This appears somewhat inconsistent, though the 
pressure of combined demands (including also export demands 
and the demand for consumer capital goods) on the metal and 
metal-using industries is no doubt in mind. 


44 Economic Conditions in Belgium, Luxembourg and_ the 
Netherlands, OEEC, November 1955, p. 15 (Seventh Report of 
the OEEC, 1956). 


45 Of the type to be discussed in Chapter 4. 


but where deliberate measures to stimulate investment 
are likely to be required to ensure that resources avail- 
able for this purpose are used, not wasted. The 
inadequacy of recent levels of productive investment 
was stressed in the recent report of the Commission 
des Comptes de la МаНоп. But the report also 
suggests that it is not sufficient that the necessary 
resources for more investment should be released. 
That in itself would have an adverse effect on the 
readiness of business men to invest. The same report 
points out 4” that entrepreneurs’ “expectations are 
often distorted by the state of business in the short 
term: it does not appear that the growth of demand 
has encouraged them to base their decisions on the 
maintenance of expansion and to proceed with all the 
necessary investment”. It is likely therefore to be 
necessary to provide a strong stimulus to invest and, 
in addition, to create an expectation of a high level of 
demand, if the rate of investment is to be significantly 
increased. 


The safest course under such conditions seems to be 
to proceed with a reasonably expansionist investment 
policy, and then to curb the growth of demand for 
consumer goods, as and when it turns out to be neces- 
sary, by using the instrument of taxation. Other- 
wise there is always the danger of releasing resources 
unnecessarily and of subduing the urge to invest. 


It is, however, easy to go to the other extreme and 
take an unduly complacent view about the need for 
increasing taxes. This is particularly relevant to the 
question of the speed at which it will prove possible 
to carry out the development of southern Europe. 


The OEEC Committee on the Italian Development 
Programme states that “the Italian authorities have 
assumed for their initial calculations the continuance 
of present tax scales, allowing only for the higher 
yields that may be expected from the higher level of 
economic activity and from somewhat more effective 
tax administration ”. But “the increase in real con- 
sumption that is expected to be available for those 
already in full employment is relatively modest. It will 
not be easy to devise and enforce means of limiting 
the expansion of consumption to the extent that is 


46 The Commission states in its report that “if recently 
it has been possible to satisfy a fairly strong demand for consumer 
goods, this is to be attributed to the fact that exports have been 
stagnant, that investment has been modest and above all that 
public consumption has diminished heavily since 1953” as the 
result of a decline in defence expenditure. Reference is made 
particularly to the dangers inherent in undue expansion of 
public expenditure, of the total national wages bill and of 
construction of dwellings (Rapport sur les Comptes de la 
Nation, 1949-1955, pp. 58 and 59). In this report, however, the 
Commission does not deal specifically with the question of 
increasing taxation. 


47 Page 41. 


oe ee 


required ”.48 The point, which applies generally, is that 
although the main object of such a programme is for 
the time being to provide facilities for additional em- 
ployment, the productivity of those already in full em- 
ployment will in fact progressively increase. In so far as 
a correspondingly rising real wage rate does not have to 
be conceded, this provides the opportunity for gradually 
accelerating the rate of development. But the benefit 
of the increasing productivity will then accrue pro 
tanto to profit margins; and unless a large part of these 
is diverted by taxation to public saving, it is probable 
that the wage-earners will insist on taking out a consi- 
derable part of the increasing productivity in rising 
real wage rates. It may still be politically possible to 
prevent the consumption of those already in full 
employment from growing proportionately, but only 
if the wage-earners submit to paying in taxes the equi- 
valent of what might have been collected out of pro- 
fits. Steadily rising rates of taxation are required for 
this purpose. 


Cases in which additional taxation is both necessary 
and sufficient 


Finally, there is the type of case in which pressure 
of demand is heavy and there are actual shortages. A 
diminution of consumption wilt then tead to a release 
of resources which will, without any special measure 
being necessary, be absorbed (possibly at the expense 
of some waste on the way) in the investment sector 
and result in a rise of the rate of investment. Alterna- 
tively its reactions on an unsatisfactory balance of 
payments may avert restrictive measures against invest- 
ment, which would otherwise be necessary. 


The United Kingdom is already in a situation in 


which a_general excess of domestic demand threatens 
to create_instability of prices and of the balance of 


payments. In Denmark also the policies applied 
during the last year have been designed to restrain 
consumption. The policies adopted in these coun- 
tries are considered in more detail in the following 
section. 


Recent changes in central government budgets and in 
budgetary policies 


The analysis of the pattern of saving conducted in 
Chapter 2 revealed the importance of public saving in 
most countries of western Europe. Usually the major 
element in public saving is the saving of the central 
government, which will now be briefly reviewed.*® 
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eo Lhe definitions here used differ from those employed in the 
discussion in Chapter 2. National accounting data were used 
in Chapter 2, but the figures now presented are drawn from 


Apart from positive decisions affecting taxation 
and expenditure, some automatic variation in the 
balance of government receipts and expenditure occurs 
as a result of changes in the general level of activity. 
In periods of rising prices and production, revenue 
usually increases more than proportionately as a 
result of the structure of the tax system, and expendi- 
ture may increase less than proportionately, especially 
where interest on the national debt is an important 
part of total expenditure. 


The combined effect of such variations and of 
policy changes, as reflected in the budgetary accounts, 
are presented in Table 43, where the various elements 
are expressed as percentages of gross national product 
so as to allow for changes in prices and real income. 
In a number of countries—France, Belgium, Italy, 
Austria and Denmark®® —the tendency has been to 
achieve a close balance between income and expendi- 
ture on current account. In other countries—Sweden, 
Norway, the United Kingdom, the Netherlands and 
Finland—surpluses have been more important and 
have on the whole been more consistently maintained. 
Except in Finland and Norway, these surpluses have 
fluctuated rather sharply in response both to changes 
in economic conditions and to policy decisions affect- 
ing revenue and expenditure. This has been parti- 
cularly evident for the United Kingdom and the 
Netherlands. Western Germany is a special case: 
the Federal budget deficit of the earlier years was 
eventually turned into a large and growing surplus, 
arising largely from unspent provisions for occupa- 
tion costs. 


Decisions taken in 1950 and 1951 in many western 
European countries to make heavy increases in expen- 
diture on defence had far-reaching consequences. 
Even where defence commitments involved a 
relatively small claim on national resources, their 
impact was generally large on government accounts 
and hence on budgetary policy. Table 44 shows the 
share of defence expenditure in total current expen- 
diture by central governments. Over the period 
1950 to 1955 no less than 30 to 40 per cent of the 
increase in total expenditure was in most countries 
accounted for by defence (the share is as high as 


SS 


conventional budgetary data, which can be more readily related 
to decisions to increase or decrease revenue or expenditure. 
The published conventional budgetary figures have been ad- 
justed in order to exclude as far as possible all capital trans- 
actions. Military expenditure is regarded as part of current 
expenditure. The important operations of local authorities and 
of social security funds are omitted. A description of the method 
and definitions is given in Appendix C. 


°° Switzerland, though not included in the table, also belongs 
to this category. 
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TABLE 43 


Current revenue and expenditure of central government in relation to gross national product 
from 1950 to 1955 


Percentages 
нь a не ee 
Expenditure Expenditure 
Country and year Surplusmy wy Revenuer|=—= его Country and year отр Веуелце Е 
Total Defence Total Defence 
Norway Netherlands 
LOS Oi Magne kobe 6 28 22: 2 1950) eee, ae 1 22 21 5 
ОА Е. ре 7 27 20 3 195 те 2 3 23 20 4 
LOS epee ee 7 28 21 4 1952 № sy et 3 23 20 5 
Ос ры 7 29 22 4 1953 WA 2 a — 22 22 5 
195A ть с о В 6 28 22 4 1954 Ми. — 21 21 6 
Sweden 
1950/510 То, 2 18 16 4 
Denmark (oop eee 6 22 16 4 
TOAD SO a Го 2 14 12 2 1952/53 3 20 17 5 
ht) A 2 13 11 2 д eee 2 20 18 5 
с 2 14 12 29| ба чт 
Е es eens. 2 15 13 3 . 4 
аи, 9 3 16 13 ТУ ; г 14 i 
1954/55 marti ts? Ke 3 16 13 3 Ci eer = 16 16 1 
ПЛ, даа — 17 17 1 
о а 1 19 18 = 
Finland о Sete 1 18 17 == 
IPED le SP hie 5 25 20 1 
NUS де вася Я 25 18 1 Паб 
Hosea ее: 7 26 19 1 1949/50 3... =e 14 16 3 
И К. tar 7 25 18 1 1950134 де Г. =! 14 15 4 
OS ee eee 6 24 18 1 1951/52 ку = 15 15 4 
ПО. —1 15 16 4 
1953/54 es 1 16 15 4 
United Kingdom 
Ор 4 30 26 6 я о mis ы 17 15 я 
ОБОИ п. 5 28 23 6 1950 ee 3 19 Ke 5 
1951152 See а. 4 30 26 7 josie te 3 19 16 7 
1952/53" Mees ants 1 28 27 9 95950, OL Hees ire. 19 19 8 
ПО а. 1 26 25 8 ee Ван. № $4 20 20 8 
1954/55) eee oss 2 26 24 8 А г 20 20 7 
1955) Pe. ов —1 19 20 7 
Western Germany Belgium 
О ев — 11 11 5 обе: 2 18 16 2 
MOST 52 иены: —1 14 15 7 По —. 3 19 16 3 
1952/53 ee: 1 15 14 6 ЛЕ anc —1 18 19 5 
1953/54 с. р 15 13 4 1953 4 oe: —1 18 19 4 
$954) 5 Siete eos 2 15 13 4 1954 sehr ch tos —1 18 19 4 
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Sources and Methods : See Appendix С. 
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TABLE 44 


Share of defence expenditure in current central 
government expenditure from 1950 to 1955 


Percentages 


Defence expenditure Increase since 
as percentage of current |1950 а of defence 
government expenditure| expenditure 


Country ‚ аз percentage of : 
. incregse in curren 
а government 
United Kingdom 22 33 (1954/55) 80 
Sweden. .... 22 28 (1952/53) 40 
Denmark... . 14 25 (1954/55) 40 
Brance ae 30 40 (1952) 40 
Norway .... 10 20 (1954) 40 
Netherlands. . . 22 26 (1952) 30 
Belgium 14 25 (1952) 30 
italy ee es 21 27 (1952/53) 20 
Finland = ame 5 6 (1952) 10 
Austria боба 6 6 (1950) b 
Western Germany 404 44 (1951/52) 15 
Switzerland ¢ 35 44 (1952) 70 


Sources and methods : See Appendix С. 
@ 1949/50 or 1950. 
Ь Slight decrease. 


с The percentages for western Germany and Switzerland are inflated be- 
cause the federal budgets exclude many items of revenue and expenditure 
which in other countries are included in the accounts of the central 
governinent. 

4 1950/51. 


80 per cent in the United Kingdom).™ In relation 
to government expenditure and to gross national 
product the peak of the defence effort was in most 
cases reached early in the period—in 1952 ог 1952/53. 
But for the United Kingdom, Denmark and Norway 
the proportionate claim of defence on financial and 
real resources continued to rise until 1954 or 1955, 
whereas it declined between the peak year and 1955 
in France, the Netherlands and Belgium. 

In the 1950-1952 boom there was, in most western 
European countries, a certain readiness to increase 
taxes 52 to supplement the monetary and other res- 
trictions which were imposed. The burden of defence 
expenditure accentuated the need for such action, 
whether it was prompted by conventional budgetary 
considerations or by regard for the country’s economic 
position in a more fundamental sense. But in Belgium, 


51 The apparently large shares of defence expenditure in the 
total for western Germany (occupation costs) and for Switzer- 
land are deceptive. The figures refer to the central governments 
only and thus include the whole of defence expenditure but 
exclude the relatively large current expenditure of the Lander 
and Cantons. The low percentage for western Germany shown 
in the first column of Table 44 is due to the fact that occupation 
costs were large in 1950 and increased relatively little after that. 

53 Reductions of subsidies on consumer goods are here 
regarded as the equivalent of increases of indirect taxes, but of 
course they affect the expenditure column in Table 43. 


where the emphasis was on cutting public civil expen- 
diture, no more was done than to advance the date 
on which certain tax payments were due.® 

In the period of mild recession which followed for 
most countries taxation was generally reduced, as has 
been earlier indicated. The percentage figures for 
revenue in Table 43 show a particularly marked reduc- 
tion in this period for the United Kingdom, and this 
is reflected in the heavy fall in its budget surplus, 
which at one stage had been relatively among the 
largest in western Europe. 


The recent revival of the call for measures to restrict 
the pressure of demand has not, however, led to any 
general withdrawal of tax concessions to consumers 
granted in the days of slack demand. This is despite 
the widespread adoption of restrictive monetary 
policies and other measures calculated to limit invest- 
ment. A prominent exception is Denmark; and, in 
the special autumn budget of 1955, the United King- 
dom also adopted measures to restrain consumption, 
though the normal spring budget of 1955 had gone 
the other way. In Greece taxes were increased heavily 
in April 1955. This was in consequence of the earth- 
quake, but the 1955/56 budget should turn out to be 
more disinflationary than its predecessor. In Finland, 
Sweden and Norway taxation of company profits has 
been increased; but this is aimed against investment 
rather than consumption (as more obviously are taxes 
imposed directly on investment in several of these 
countries **). In Norway, moreover, аз a result of а 
reform of the tax system, the dates for tax payments 
have been advanced. 


On the other hand, important tax concessions were 
made in the Netherlands as recently as September 
1955, although the Budget deficit has been growing 
(see Table 43). The changes (designed partly to com- 
pensate for a 5 per cent increase in maximum rents) 
had been under discussion for some time. By the 
time the final decision came into force some restraint 
against expansion of credit was already beginning to 
be imposed; and although the balance of payments 
remained favourable, shortage of labour was by then 
pronounced. 


Moreover, the growing population implies employ- 
ment needs which by themselves create a substantial 
need for productive investment, quite apart from 
the need for new dwellings. The decision never- 
theless to foster an increase of consumption, at the 
probable expense of the growth of investment, is to 


53 The sensational development in 1951/52 of Sweden’s 
surplus, as shown in Table 43, is to be attributed mainly to a 
special tax designed to hit exporters’ profits (the prices of timber 
and timber-products were very remunerative). 


54 See Section 6. 
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be regarded as a deliberate one, undertaken with an 
eye to the restraint which had been exercised until 
recently over the growth of consumption. Statutory 
control of wages has played an important part in the 
policy of restraint, and it is desired to maintain the 
favourable competitive position of the Netherlands 
on foreign markets. 

In Finland credit restrictions and personal tax 
concessions have gone hand in hand, although here 
too corporate taxation has been increased and dates 
for tax payments have been put forward. In western 
Germany, also, a first indication of a tightening of 
credit conditions has been accompanied by tax 
concessions. 

_ The fairly general reaction against a policy of large 
budget surpluses as a means of resisting inflationary 


pressure is partly attributable to a natural disappoint- 
ment—developed during the last few years—that the 
heavy taxation which was introduced during the war, 
and was obviously still necessary in the immediate 
post-war period, still weighs so heavily. This dis- 
appointment subjects governments to strong political 
pressure. But to some extent the reaction against the 
use of the budget as a major instrument of economic 
policy goes deeper than this. The belief has become 
widespread that high taxation discourages hard work 
and enterprise and that the weapon of monetary 
policy—neglected in the recent past—could be used 
with equivalent restraining effect and without this 
disadvantage. The justification for this view and the 
appropriate use of these instruments of policy are 
discussed in the following section. 


6. THE MAIN INSTRUMENTS OF POLICY 


Allusion has just been made to the apparently 
widespread reaction against the use of fiscal restraints 
on consumption, or other fiscal weapons, as a means 
of relieving excessive pressure of demand on domestic 
resources or balances of payments. This reaction 
may be largely attributable to political pressures for 
tax reduction. But there has also been evidence of a 
growing inclination to seek regulators for the 
economy which work impersonally and almost 
automatically. 

It has been widely contended that monetary policy 
involves less “ interference ” with the economy than 
do some other instruments at the disposal of govern- 
ments, and permits the functioning of the economic 
system to be determined by the free play of market 
Гогсез.55 There is, moreover, a widespread misunder- 
standing about the modus operandi of monetary 
policy. Fiscal and monetary policy are too often 


regarded as alternative methods of Securing the same 


end.’ indirect taxes ers omes 
operate primarily on consumption, monetary policy 
primarily on investment. Fiscal restrictions are not 
just alternatives to credit restrictions. At the expense 
of restraint on consumption, they provide a means of 
forgoing restrictions on investment which would 
otherwise be necessary. 

Nevertheless, not all governments have changed the 


emphasis of their policies from Пзса ary 
measures. е outstanding case of a renaissance of 


fiscal policy is presented by Denmark. Even in banking 


55 Thus the Finance Minister of western Germany has recently 
expressed the view that fiscal policy is not an instrument to be 
used for interfering in the economic system. (Die Presse, 4 Octo- 


ber 1955.) 


circles objections had been there raised against placing 
too much weight on monetary policy to the prejudice 
of productive investment, which is so important for 
Denmark’s long-term development.®® The Danish 
Finance Minister has raised the question how a return 
can be made to easier credit conditions. The answer 
which he gives is that “we should now consider 
whether we should not make far greater use also in 
the long run of financial policy, with a view to sta- 
bilizing investment and varying consumption some- 
what as far as роз Ые ”.з? The measures introduced 
by the Danish Government in the course of 1954 
included increases in indirect taxes as well as credit 
restrictions and other means of restraining investment. 
The balance of payments remained unsatisfactory 
and, in the belief that “a further decline in invest- 
ment is not desirable ”, it was decided that “ fiscal 
policy must... be used to curtail consumption 
directly ”. 58 The result was that in April 1955 а special 


58 See, for example, the Reports of the Danish National Bank 
for 1953 and 1954, and the Report for 1954 of the Kjgbenhavns 
Handelsbank. 


57 \У. Kampmann, “ Finansieringen af Investeringerne ”, 
Nationalokonomisk Tidsskrift, Nos. 1 and 2, 1955, being a lecture 
given by the Danish Finance Minister to the National Economic 
Association. Mr. Kampmann also takes the view that “ if the 
State is going to try to regulate economic factors within its 
general policy, it will be slightly easier and quicker to revise, 
both upward and downward, regulations introduced to control 
consumption than those governing investment.” This is not in 
accordance with the conventional view ; but the sluggishness 
with which the difficulties of the United Kingdom and the 
Scandinavian countries responded to monetary treatment is 
beginning to throw doubt on the speed with which monetary 
policy can be expected to produce results. However, it may be 
that the slow reaction is in part due to the mildness of the 
initial doses of monetary restriction. 


58 Economic Survey of Denmark 1955, p. 26. 
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turnover tax was introduced while housing subsidies 
were reduced and milk subsidies abolished (children’s 
allowances and old-age pensions being at the same 
time increased). Credit restriction was also tightened 
up further but “for the greater part... the new 
restrictive measures, unlike those which preceded 
them in 1954, have been aimed directly at reducing 
private consumption ”, the yield from the increase in 
indirect taxes alone being estimated at the equivalent 
of 2 per cent of total consumers’ expenditure.®® In the 
words again of the Finance Minister, “ stable invest- 
ment and varying consumption will benefit our cur- 
rency and our society in the long run, and we should 
move towards this goal ”.® 


The uses of fiscal policy 


Taxation -Sesigned to_inerease Saving паз 19 be 
aimed primarily at consumption. But, if the need for 
maintaininz a specific standard of living for wage- 
earners is the obstacle to promoting a higher rate of 
investment, higher tax rates will not help unless the 
tax system can be so used as to relieve those members 
of the working class whose standard of living is 
particularly the subject of concern. In some cases, it 
may be possible, by introducing subsidies on some of 
the essentials of life balanced by higher taxation 
falling elsewhere, to permit an expansion of invest- 
ment without unduly depressing the living standards 
of the most sensitive sections of society. 


In the United Kingdom, in the autumn budget of 
1955, rates of purchase tax were increased and_ the 
. range of the tax was widened. These changes were 
“not to be regarded simply as attempts to switch 
individual pots and pans or motor cars from home 
to export”: the main consideration was that “a 
reduction in the general level of demand is... really 
essential to an expansion of ... export trade ”.® 
However, increases in indirect taxes inevitably involve 
the danger of increases in the cost of living which may 
stimulate wage demands sufficient to defeat the 
original objective,®* and in the United Kingdom the 
trade unions are certainly not insensitive to changes 
in the cost of living. 


The special turnover tax introduced in Denmark 
in April 1955 has already been mentioned. In Denmark, 


°° ОЕЕС report on Economic Conditions in Denmark, Iceland, 
Norway and Sweden, op. cit., p. 9. 


50 У. Kampmann, op. cit. 


81 The President of the Board of Trade, House of Commons, 
Official Report, 27 October 1955, col. 416. 


5? See Economic Survey of Europe in 1950, р. 146, for the part 
played by subsidies in holding back demands for higher wages, 
and Economic Survey of Europe since the War, February 1953, 
р. 81, for the part played in France by turnover taxes in accelerat- 
ing the vicious spiral. 


as in the United Kingdom, there has been concern 
about the reactions on the balance of payments of 
the pressure of demand. But wages are tied to the 
cost-of-living index for periods laid down in wage 
agreements (normally two years) and special arrange- 
ments have been made which should help to preserve 
wage and price stability. Compensation for the tax 
increases has been provided in the form of non- 
transferable government bonds, redeemable over the 
period 1962-1972. The additional taxes are imposed, 
so far as present legislation goes, for two years. 
Bonds issued to each individual in each of the years 
1955/56 and 1956/57 are the equivalent of a year’s 
tax, estimated according to family status and taxable 
income. They are entered as a deduction in the cost 
of the sample budget on which the cost-of-living 
index is based (which in Denmark takes account of 
direct taxes as well as indirect). In effect, therefore, 
the tax takes the form of forced saving. 


In western Germany, the preservation of price 
stability fastecently caused more-concern-;-and under 
the eleven-point programme submitted-to.the Bundes- 
tag on 19 October 1955 turnover taxes have been 
reduced. But though the aim may be to contribute 
towards price stability, one of the effects will be to 
increase consumption. However, investment in 
western Germany is at present running at a high 
level, the balance of payments is satisfactory and the 
general pressure of demand can hardly be described 
as acute. Action similar in nature and purpose to 
that taken in western Germany, but including increases 
in food subsidies, was taken in the autumn of 1954 
in Finland.® 


The task of devising effective taxes on consumption 
which do not produce undesirable repercussions on 
wages and prices is seldom easy ; but the use of 
indirect taxes has other merits. In particular, the 
structure of indirect taxation can be modified so 
as to weigh more heavily on commodities which are 
imported or might be exported, and less heavily on 
other commodities—and also more heavily on com- 
modities of which supply is relatively inelastic and less 
heavily on others, thus securing a more balanced 
utilization of productive capacity. 


In general, however, it is widely accepted that 
taxation exercises various disincentive effects. Other 
things being equal, a reduction of taxes is stimulating 
to enterprise and in particular to the taking of risks. 

Taxation of profits, if additional to taxation of 
personal income, is a direct tax on enterprise and may 
also indirectly limit investment by reducing the amount 
of firms’ undistributed profits available for self-finance. 


83 See Economic Bulletin for Europe, May 1955, р. 24. 


The taxation of corporate profits is frequently varied 
upward or downward, with a view mainly to the direct 
effect in stimulating or discouraging industrial invest- 
ment. Taxation may also be used to divert to govern- 
ment saving part of the profits generated by a high 
rate of investment in order to maintain an acceptable 
distribution of income. 


At times when some restraint of investment is de- 
sired, direct taxes on investment can be imposed to 
supplement taxation of company profits or the effects 
of credit policy. In Sweden, a 12 per cent tax has 
recently been restored on investment in buildings 
and equipment over a value of 20,000 kronor annually. 
In Norway, a 10 per cent tax has been introduced 
on all building and construction activity (apart from 
dwellings and agricultural buildings).* 


The uses of monetary and credit policy 


It is now fairly widely recognized that the main 
long-term influence of credit policy is on fixed invest- 
ment. Effects on consumption are also important, 
particularly with the growth of hire purchase, which 
has become a major factor in some countries. Also 
there still remains the traditional role of monetary 
and credit policy in influencing the level of activity in 
the short term through effects on the holding of stocks, 
and the short-term influence exerted by varying 
interest rates on the balance of payments (both through 
the effects on the current balance of variations in 
stocks and by directly influencing short-term capital 
movements). 


In the Scandinavian countries, from the start of 
the period of restraint, credit policy has admittedly 


been designed to restrict fixed invéstment. In the 


United ‘Kingdom, on the other hand, it seemed that 


in the arly stages less far-reaching effects were 


expected. At least until April 1955 there was thought 


to be “no reason why the recent increase in interest 
rates should discourage sound long-term investment. 
Indeed, the need for the type of investment which will 
raise productivity and expand our productive capacity 
is as great as ever”.® By July, however, it was clear 
that the object must be to slow down investment, or 
at any rate to avoid any further increase, though it 
was “undesirable to check investment leading to 
increased production for export. For the rest, even 
though a high level of productive investment is 
undoubtedly in our long-run national interest, all those 
embarking on investment projects should consider 


64 It applies to ships in such a way as to encourage resort to 
foreign credits by ship-owners. 


65 Statement by the Chancellor of the Exchequer, House of 
Commons, Official Report, 19 April 1955, col. 54. 


whether they could not postpone their initiation.” 86 
And by October “the excess of demand is showing 
itself not only in terms of personal consumption but 
also in a tempo of new investment which threatens 
to outstrip the growth of resources ”; and “ we propose 
to rely on the good sense of managements and on the 
credit squeeze to moderate the pace of investment ”.°7 
The hope was also expressed that the limitation would 
fall mainly on unproductive in contrast to productive 
investment.®8 


Monetary and credit policy expresses itself not only 
in terms of rates of interest charged by banks to their 
customers. More important, usually, is the ability of 
the banks to meet demands for advances which come 
to them at the ruling rates of interest. In several 
countries, including the United Kingdom, the main 
instrument of credit restriction is now a direct reduc- 
tion, or a limitation, of the total of bank advances—the 
bankers being given a certain amount of guidance but 
being necessarily left largely to themselves—in а. 


manner which is inconsistent with the i one of 


through “ natural ” market | forces. Credit restriction 
operated in this manner ‘clearly has a particularly 
arbitrary impact on investment. A reduction of bank 
advances affects directly only those firms which are 
in debt to their banks and those which contemplate 
new borrowing from the banks, and among these the 
choice of those permitted to go ahead with their plans 
is primarily the responsibility of individual bankers. 


Monetary and credit policy can, however, have other 
far-reaching repercussions beyond its immediate effect 
in restraining investment. Its effects on the capital 
market are particularly important, and these are 
discussed in detail in Chapter 4. 


‘ There are some indications that credit policy is more 
popular as a means of exercising restraint than as an 
expansionist instrument. This was illustrated in most 
European countries during the setback of 1952-53, 
and although Belgium, France, western Germany, the 
Netherlands and Italy have continued, at any rate 
until very recently, to enjoy slowly declining rates of 
interest, there has been considerable hesitation con- 


66 Chancellor of the Exchequer, House of Commons, Official 
Report, 25 July 1955, col. 827. On the same day the Chancellor 
wrote a letter to the Governor of the Bank of England asking 
him to draw the attention of the banks to his statement in the 
House of Commons and requesting a reduction of bank advances: 
“Tt is for the banks to decide what steps they must take to make 
this policy effective. But I look for a positive and significant 
reduction in their advances over the next few months.” (Ibid., 
col. 836.) 


8? Chancellor of the Exchequer, House of Commons, Official 
Report, 26 October 1955, col. 225. 

68 Speech by the Chancellor of the Exchequer reported in the 
Manchester Guardian, 19 November 1955. 


cerning the pace at which credit expansion should be 
allowed to take place. This arises partly from the idea 
that the quantity of money should not rise faster than 
total production. Associated with this is the idea that 
there is something inherently dangerous in the financ- 
ing of investment through an expansion of bank credit, 
except perhaps on a modest scale. This idea turns on 
a distinction between “real saving” and funds 
provided by expansion of credit. It is, of course, true 
that when the pressure exerted by a high rate of 
investment is unduly heavy, the savings which match 
it are forthcoming at the expense of undesirable 
repercussions, particularly on standards of living. This 
is the case, however, quite irrespective of the part 
played by expansion of bank credit. The only appro- 
priate question is whether the pressure exerted by 
investment is too heavy. If it is, then there is a case for 
monetary restraint, perhaps supplemented by other mea- 
sures. If it is not, and there is a case for increasing the 
pressure, monetary expansion willdo goodand not harm. 

Expansionist credit policy will be less successful in 
reaching its goal in countries in which individuals are 
in the habit of holding wealth in forms other than 
money, securities and existing real property. In Greece 
and Turkey securities play a small part, and in these 
countries much personal wealth is held in the form of 
gold and, to some extent, in the form of speculative 
stocks of commodities and of houses constructed 
primarily to serve as a means of holding wealth (the 
latter particularly in Greece). In so far as credit 
expansion results in additional pressure to hold wealth 
in these forms, its effects are wasted, either by causing 
a deterioration of the balance of payments or by bring- 
ing about an unfruitful use of domestic resources. Any 
success in controlling the personal application of wealth 
to these purposes will serve to increase the efficacy 
of credit expansion, against which the wide-spread fear 
of inflation in these countries offers a further obstacle. 

One point not always recognized about both mone- 
tary and credit policy and fiscal policy is that in neither 
case is it possible for a government not to have one. 
A decision always to aim at a conventionally balanced 
budget is a positive decision to refrain from using one 
possible means of guiding the development of the 
economy, no matter what spontaneous trends may be 
apparent. In relation to monetary and credit policy, 
the point is obvious. Once that is granted, it follows 
that the general state of credit should vary according 
to the economic conditions of the country. In some 
periods there is a strong case for easy conditions of 
credit designed in the interests of expansionist policy. 
But if this is so, there must equally be other periods 
in which conditions of credit should be tighter.®® 


°’ On the advisability of the immediately post-war cheap 


Building control 


is felt to be inflated as a result of the pressure of 
demand for building work ; sometimes, as in Sweden,” 
industrial building is felt to be unduly hampering the 
construction of dwellings ; in some countries the 
construction of dwellings has now reached a level 
which under present conditions represents too heavy 
a burden on the economy, and in many countries 
there has been a considerable volume of inessential 
building. Fairly generally, trouble is at present caused 
by unfilled orders for building and delays in completing 
construction and by the existence of unfilled vacancies 
for building labour. In a number of countries subsidies 


have been reduced_and arrangements for granting 
cheap interest rates for housing finance have been 
curtailed fo supplement the general pressure of credit 
restriction on the building-sector;-but,in view of 
the difficulty of securing a discriminatory operation 
of credit restriction, it is somewhat surprising that 
direct control of building is not used more forcefully. 
A system of building control still exists in the Nether- 
lands, Norway, Sweden, Turkey, and (through 
control of building materials) in Denmark, but 
considerable reliance is placed on credit restriction 
as a supplementary means of control. In the United 
Kingdom building control was abandoned in Novem- 
ber 1954, and the system of making housing alloca- 
tions to local authorities was brought to an end in 
October 1955. Since then, they have been left to 
determine the size of their own housing pro- 
grammes but housing subsidies have been reduced 
and certain other restrictive measures brought into 
operation.”! 


money policies, see Economic Survey of Europe since the War, 
February 1953, p. 67. 


© The effect of credit restriction on the capital market in 
Sweden was ‘such that the construction of dwellings was in 
danger of being brought by financial difficulties below what 
was thought to be the right level, and special arrangements had 
to be made with the bankers to provide supplementary finance 
despite the general restraint on expansion of credits. 


п House of Commons, Official Report, 27 October 1955, 
col. 380. This decision was made at the same time as a decision 
to reduce subsidies to housing. Local authorities are asked 
“to keep their demands upon ... building resources within 
reasonable bounds”. They are also now refused loans from 
the Public Works Loans Board, except if they are not able to 
Taise finance on their own credit either in the stock market or 
in the mortgage market. The reason is that “ it would be wrong 
to exempt the local authorities from the pressure of interest 
rates” but it is not clear why the rates charged by the Public 
Works Loans Board cannot be made as high as the situation 


demands. (See House of Commons, Official Report, 26 October 
1955, cols. 214, 215.) 


7. A BASIS FOR CO-OPERATION 


Governments would need to foster two different 
kinds of co-operation, according to the considerations 
advanced in this chapter, to ensure satisfactory rates 
of investment and growth in western Europe. One is 
co-operation with labour, and also with employers, 
so as to render a high level of activity consistent with 
reasonable stability of prices and with an acceptable 
distribution of income, and to ensure that the beha- 
viour of money wages and consumption is not such as 
to imply inadequate consideration of the case for 
capital accumulation from the point of view of wage- 
earners. Some of the problems which arise in this 
connexion are further discussed in the concluding 
part of Chapter 5. 


The other kind of co-operation is between countries. 
The balance of payments stands out as a dominant 
consideration—frequently the dominant considera- 
tion—-in the minds of those responsible for moulding 
a country’s economic policy. If it is not an actually 
adverse balance, it is often the fear of a balance which 
might become adverse, coupled with limited monetary 
reserves, which dictates caution. So far as this is the 
case, it follows that if a considerable number of 
countries worked out their internal policies in co- 
operation with one another, each taking into account 
the effect on its own balance of payments of the 
policies of the others, the outcome would be more 


expansionist than that dictated by the play of competi- 
tion for monetary reserves taking place between 
countries, each acting on the false assumption that 
its own policy will have no influence on those of the 
others.”* Co-operation of this kind is particularly 
advantageous between countries each of which, one 
way and another, has to limit its imports to what its 
exports will pay for. This criterion covers most of the 
countries of Europe, but it also covers many of the 
countries which produce primary products, the trade 
of which has enjoyed little share in the recent growth 
in the trade of western Europe.”? For the future 
growth of this trade and of that between European 
countries, as well as for the achievement and mainten- 
ance of adequate levels of investment and general 
economic activity, it is particularly important that 
countries whose balance-of-payments positions are 
strong in relation to those of others should not 
needlessly resort to measures of domestic contraction 
under the influence of restrictions which countries in 
a more exposed position may find necessary. 


72 е.с., “From the Swedish point of view it is of special 


interest to watch developments in Great Britain, where the 
present economic policy is aimed at expanding exports and 
shrinking imports.” (Konjunkturldget, Hdsten 1955, op. cit., 
p. 83). Cf. also Economic Survey of Europe since the War, 
Geneva, 1953, p. 52. 


73 See Chapter 1, Section 4. 
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Chapter 4 


FINANCIAL OBSTACLES TO INDUSTRIAL INVESTMENT 
IN WESTERN EUROPE? 


1. INTRODUCTION 


The ease with which industrial investment can be 
financed is important for the reasons which have been 
indicated in the preceding two chapters. Investment 
as a whole does not always and everywhere take full 
advantage of the physical resources available. This is 
partly because of sluggishness in responding to oppor- 
tunities and partly because consumption often takes 
up surplus resources which might have gone to invest- 
ment. Investment in industry is particularly slow in 
reacting to opportunities for expansion; but this area 
of investment is also particularly sensitive to adverse 
influences. The result is that the pattern of investment 
as a whole is likely to be biased in the зейзе that there 
would be a social gain if a certain part of resources 
were transferred to industrial investment-from some 
kinds-of amenity investment (the construction of dwel- 
lings in particular)-and° even sometimes from other 
kinds of productive investment (such as in transport 
and power production) which, though justifiable taken 
by themselves, can sometimes be postponed or carried 
out in a less capital-intensive form. In addition, the 
pattern of investment within the industrial sector itself 
is capable of improvement, in the sense that promising 
development does not always take place as rapidly as 
is desirable. 


For all these defects, financial obstacles are partly 
responsible. They take two forms. In the first place, 


1 The secretariat has enjoyed the advantages of informal 
participation in the work of the European Productivity Agency 
of the Organization for European Economic Co-operation on 
a project on “ Supply of Capital for Industrial Development ”. 
The results of this EPA study are not yet published, but papers 
prepared by National Consultants for inclusion in the forth- 
coming EPA report have been made available as follows: on Aus- 
tria by Dr. E. John, on Belgium by Mr. R. Alloo, on France by Mr. 
E. Lassalle, on western Germany by Professor H. Rittershausen, 
on Greece by Mr. G. Halkiopoulos, on Italy by Mr. J. 
Landriscina, on Norway by Professor E. W. Paulson, on Sweden 
by Mr. Е. Dahmén, and on the United Kingdom by Professor 
J. H. B. Tew. Where unpublished statistics taken from these 
national reports or national memoranda are used in this chapter, 
specific acknowledgements are made, but these do not ade- 
quately indicate the extent of the valuable information obtained 
as a result of participation in the work, and from discussions 
with the Secretariat of EPA, with the Senior Consultant, the 
Right Hon. Lord Piercy, and his adviser, Mr. N. Momtchiloff, 
and with some of the National Consultants. 


the terms on which finance is available vary more than 
is justified by the difference in risk, if assessed on as 
objective a basis as is feasible. The operations of the 
industrial sector by their nature involve risks quite 
different in degree and character from those involved 
elsewhere. But in general this difference seems to be 
excessively reflected in the difference in the methods 
and terms of finance. Secondly, and equally important, 
the terms are usually turned heavily against the indi- 
vidual firm as it tries to increase the amount of finance 
which it raises, the point of an absolute limitation being 
often reached. 


It may be argued that what is often apt to be lack- 
ing is the spirit of enterprise, supported by confident 
and generous profit expectations, rather than finance. 
This is in a sense true. But so long as financial ob- 
stacles persist it is possible by lowering them to exer- 
cise an influence which runs counter to that of flagging 
enterprise. Furthermore, few things are more inhibit- 
ing to creative and imaginative endeavour than’ the 
knowledge that, even if promising plans were evolved, 
the necessary finance would not be available on reason- 
able terms. 


The existence of financial defects throws a heavier 
weight on monetary and credit policy than it should 
properly bear. When the object is to stimulate invest- 
ment, risk-free rates of interest have to be pushed down 
lower than would otherwise be necessary. This will 
mean a less perfect pattern of investment than might 
have been attained—the more desirable and the more 
risky forms of investment, and therefore industrial 
investment in general, being inadequately stimulated. 
To try to avoid this result, direct controls on other 
forms of investment have often to be maintained. In 
so far as they are the limiting factor rather than rates 
of interest, they are likely to be operated in such a 
way that the investment which they govern responds 
inadequately to restrictive influences at times of dear 
credit, but responds far more readily to the stimulus 
of cheap money. This explains the conclusion, which 
would otherwise be paradoxical, that industrial invest- 
ment, while relatively unresponsive to cheap money, 


TABLE 45 
France : Capital account of enterprises 2 


Billions of francs 


—————— 


1952 1953 1954 19555 
Resources 

1. Net undistributed profits after 

tax SOE, die ae a ee 498 291 368 441 
Ме ISSUCST = 111 138 220 260 
3. Bank credits and public loans 657 542 548 590 
могет оао. 43 — —26 —20 
о ет oh eins es —45 135 102 59 

Otani cee in ee 1264 1106 1212 1330 

Allocation 

6. Net fixed investment .. . 473 431 480 592 
iaeinereasein= stocks’. „м. 3921137 150 185 
8. Funds available for other 

PULPOSCS eee hice cree ct oa 3998538. 1582 1553 

of which: 

Increase in bank deposits. . . 255 310 295 290 

Net increase in securities. . . 60 33 119 83 

Net increase in treasury bills. . 84 195 168 180 

BOTA Ms creek Phenyl 1264 1106 1212 1330 
9. Net investment (6+7)... SODP DOC ee O50 fT, 
10. External finance (2+3+4) . 811 680 742 830 
11. Self-finance (9—10) .... 54 —112 —112 —53 
12. Self-finance as percentage of 

met investment’... . . 6 


Source : Rapport sur les Comptes de la nation, 1949-1955, 1955. 


@ “Enterprises ” include companies, unincorporated private enterprises and 
nationalized trusts, but exclude banks and insurance companies. 


Ь Official forecast. 
с See Appendix С. 


suffers too much of the incidence of restrictive measures 
when restriction appears necessary. It is also relevant 
that, in so far as the existence of financial obstacles 
necessitates lower risk-free rates of interest than would 
otherwise be required, thrift is likely to be adversely 
affected; and the effect on international capital move- 
ments may also be serious. 


It is important to remember that the actual magni- 
tude of net industrial investment is small compared 
with investment as a whole or with such changes in 
total production as occur over relatively short periods 
of Нше.? A relatively small increase in the total of 
investment, or a relatively small decrease in the total 
of non-industrial investment, can mean a very impor- 
tant change in net industrial investment. The order 


2 See Chapter 2, Section 2. 


of magnitudes involved should be borne in mind when 
the sources of finance are considered in quantitative 
terms. The important question is the ease with which 
increases can be brought about which may be large 
in relation to total investment in industry though small 
on any other basis of comparison. 


To assist in an appreciation of the financial obstacles, 
both actual and prospective, this chapter examines the 
ways in which industrial investment carried out in the 
last few years in certain western European countries 
has in fact been financed. In particular, an attempt is 
made to assess the importance of ploughed-back pro- 
fits in the financing of investment. The more important 
the part played by ploughed-back profits, the less 
serious are the financial problems. This ceases, how- 
ever, to be true if there are firms which to a substantial 
degree cannot adequately rely on ploughed-back pro- 
fits and have difficulty in securing external finance on 
reasonable terms. 


TABLE 46 
United Kingdom : Capital account of companies ¢ 


Millions of pounds sterling 


| 1951 1952 1953 1954 


Resources 
1. Net undistributed profits after 
tax ocean sek ee ee ae 1094 466 647 880 
DD ONG WS ее: 1598125810281 83 
3. Borrowing and capital transfers?| 209 —32 36 57 
О Gita eee eae 1461 559 785 1120 
Allocation 
4. Net fixed investment®..... 221 159 171 209 
Dam ПЕНЫ ПИ StOCKS armenia 891 —84 20 408 
6. Funds available for other pur- 
ил оу eon ee 349 484 594 503 
То. аи 1461 559 785 1120 
7. Net investment (4-5)..... 110 15) о а 
8. External finance (2+3)..... 367 93 138 240 
9. Self-finance (7—8). . . 3. sa 745 —18 53 377 
10. Self-finance as percentage of net 
anivestinentue. sis eee adi a che Ot eo Ol 


Sources : Economic Survey, 1955. For changes in the value of stocks, 
National Income and Expenditure, 1955, Central Statistical Office. For depre- 
ciation, P. Redfern, “ Net Investment in Fixed Assets in the United Kingdom, 
1938-53”, Journal of the Royal Statistical Society, Series A, Part 2, 1955, 
p. 189. 

@ Excluding banking, insurance and other financial institutions. Physical 
investment by these institutions is regarded as negligible. 

6 Depreciation based on replacement cost. 1954 figure extrapolation by 
secretariat. 

с See Appendix С. 

d This item does not include all other borrowing from outside sources. 


Residual item. 


2260 ee 


TABLE 47 
Western Germany : Capital account of enterprises ° 


Billions of DM 


1950 1951 1952 1953 1954 


Resources 
1. Net undistributed 

profits after tax . . 5.3 12.6 10.4 91 9.0 
р Ме 153 Пе cues uae 0.3 0.3 0.4 0.6 0.7 
See Bankecred tS meemes 8.5 6.1 6.4 8.5 9.4 
4. Borrowing from insti- 

ОНО 2)... 3 0.7 0.7 0.8 1.2 1.8 
ес стечь вое 0.9 122 2.6 83 2.4 
6. Other indebtedness 

апач ето. —0.4 —0.4 0.6 0.5 0.5 


Allocation 
7. Net investment® . . dil Omen) Same lc ПВ 28 
8. Funds available for 
other purposes . . 4.3 DOTS. 4.3% 82.5 
of which: 
Direct claims on foreign 
COUNTIES: о con — — — 0.1 0.1 
Net increase in securities — — 0.1 0.4 0.8 
Increase in claims оп 
institutionsCc . . . 0.1 0.1 0.2 0.2 0.2 
Increase in bank deposits 4.2 2.8 3.4 3.6 1.4 
ОЕ: & (ea Nei AOS PAIR PRI BR 
Net investment 8 (7) . ПИ ДА В Ли 
9. External finance 
(2+3+4+5+6) . 10.0 7.9 10.8 141 14.8 
10. Self-finance (7—9) . 10 9.6 6.7 4.6 6.6 


11. Self-finance as percen- 
tage of net invest- 
ment? ia sine pee 9 55 38 25 31 


Source : Monthly Report of the Bank deutscher Lander, September 1955. 


а Enterprises include: private and government undertakings, farmers, liberal 
professions and house-owners. 


5 Including stock changes. 
с Building and loan associations and insurance companies. 


This is why it becomes important to investigate the 
adequacy of external finance, as regards both the terms 
on which it is available and the amounts. The subject 
involves difficulties of interpretation because it is 
impossible to assess the potential need for finance when 
it is not available, or is available only on onerous 
terms—few business-men take the trouble to think up 
investment projects in a vacuum. 


Another difficulty of assessment arises from the fact. 
that the degree to which profits are retained and the 
terms on which external finance is available are closely 
connected, the interrelationship between the two 


TABLE 48 
Austria: Sources of finance of investment by industry 


Billions of Schillings 


1952 1953 1954 


ERP credits: с... Г 
Bank: credits” situ. cease see tome 
New! issues опора ве 4 le eee 
Self-finance 5 


Net fixed investment ©) . 2... 2. = - 


Self-finance as percentage of net fixed 
investment о Нор on eres eee ene 


Source : Figures given in the unpublished report on Austria by Dr. E. John 
for the EPA Project. They are based on work done in the Osterreichisches 
Institut fiir Wirtschaftsforschung. 


@ Industry and small enterprises. 
b Residual item, including other credits, secretariat figures. 


с Depreciation 1952 and 1953: Secretariat estimate based on figures for total 
depreciation given in Osterreichs Volkseinkommen, published jointly by 
Osterreichisches statistisches Zentralamt and Osterreichisches Institut fiir 
Wirtschaftsforschung. Depreciation 1954: secretariat estimate. 


TABLE 49 
Italy : External finance of investment by enterprises 
Billions of lire 


1950 1951 1952 1953—1954 


New issues? ... . O12") 88.2" A221) 203:8381593 
Bank credits 6 292.5 269.9 463.4 493.8 470.6 
Credits by specialized 
institutions 5 . 175.6 168.4 177.4 198.2 214.2 
РОТА. 565.3 526.5 762.9 895.8 838.1 
Source : Assemblea Generale Ordinaria dei Partecipanti — Anno 1954, 


Banca d'Italia, 1955, р. 349. 
а Companies’ securities quoted on the Stock Exchange. 
Ь То enterprises including public institutions and house-owners. 


TABLE 50 


Denmark : External finance of investment by 
joint-stock companies 


Millions of kroner 


1950 1951 1952 1953 


New issues... . 92 90 79 97 
Borrowing .... 468 394 254 156 
ПОТА 560 484 333 253 


Source ; Statistiske Efterretninger. 


arising both for any one individual firm taken in iso- 
lation and for industry as a whole. 

It has been possible to present statistics on the 
financing of industrial investment for only a few coun- 
tries. Usually the essential elements are not available 
or the relevant items cannot be isolated from informa- 
tion which covers a wider range than the private indus- 
trial sector dealt with in this study. For the United 
Kingdom, France and western Germany, tables are pro- 
vided showing the additions to the financial resources 
of enterprises or companies and their allocation as 
well as the sources of finance of their investment. This 
information is presented in Tables 45 to 47 for several 
recent years. The sector covered by the table for western 
Germany includes dwellings, some of the relevant 
figures for which cannot be isolated, and the informa- 
tion contained in it is therefore of much less significance 
to the problem under consideration. For Austria 
only the sources of finance of industrial investment, 
shown in Table 48 are available, while Tables 49 and 50 
are still more restricted, showing only the sources of 
finance external to industrial enterprises themselves 


3 Investment (gross) in dwellings in these years made up 
between 30 and 41 per cent of total net private investment in 
western Germany. 


in Italy and Denmark. Figures for finance raised from 
various external sources are, so far as possible, shown 
net of repayments. Self-finance is arrived at as a 
residual by deducting external finance from net invest- 
ment (the justification for this procedure being given 
below). 


It emerges from the statistics that self-finance played 
an important, and sometimes predominant, role in the 
financing of investment; that the share of bank credits 
varied greatly from country to country; and that, apart 
from the United Kingdom, the capital market was of 
minor importance though its role has increased 
recently. In Italy specialized institutions supplied a 
substantial part of finance to enterprises. The French 
figures for “ bank credits and public loans ’’ are known 
to include, in fact, a considerable proportion of public 
loans (which cover both funds obtained from special- 
ized institutions and direct budgetary allocations). If 
tables were presented for the Netherlands and Belgium 
they would, as is the case of western Germany, have 
to cover dwellings as well as industry, but they would 
show that, apart from the high proportion of self- 
finance in total financing, bank credits were more 
important than the capital market for the Netherlands 
and that the reverse was true for Belgium. 


2. SELF-FINANCE 


The statistical basis 


It is well known that the ratio of the total savings 
of industrial firms to total industrial investment is 
everywhere high, and higher than it was before the 
war. The relationship is presented in some of the 
tables. It is worked out on a net basis—i.e., deprecia- 
tion has been deducted both from undistributed pro- 
fits and from fixed investment. This deduction is based 
on replacement cost rather than on statistics derived 
from fiscal authorities. The justification for working 
on a net basis is that under normal conditions * 
replacements are naturally financed out of internal 
resources provided by depreciation and there is noth- 
ing at all noteworthy in this. The inclusion in the 
figures of depreciation would exaggerate the extent to 
which investment took place without recourse to 
external finance. 

The investment in stocks shown in the tables takes 
the form of the change in the total value of stocks. 
It could be argued that for the purpose in question 
it would be more appropriate to take the value of the 


4If the review had extended back to the immediate post-war 
years, when conditions were exceptional, this justification would 
have been less strong. 


physical change in stocks, inasmuch as the changes 
which are due to changes in prices would be automa- 
tically reflected to an exactly equal amount in the 
figures for net profits, suitably adjusted, and this part 
of the investment would therefore automatically be 
financed from internal sources. Apart, however, from 
the question of any possible influence of such price 
changes on the distribution of dividends, allowance 
must be made for their influence on assessments to 
taxation. For this reason it has seemed best to follow 
the simpler course and to base the calculations on the 
total changes in the value of stocks.°® 


The inadequacy of the global approach 


Even when the comparison between saving and 
investment is made net of depreciation, it emerges from 
Tables 45, 46 and 47 that the saving of industrial enter- 


5 It is not pretended that this procedure is in any way ideal. 
It leads to obviously anomalous results when there are big 
changes in prices. For example, about one-half of the large 
increase in stocks shown for United Kingdom companies for 1951 
(Table 46) was due to stock appreciation. This is part, at least, 
of the explanation why the figures for undistributed profits and 
self-finance for that year are out of line with those for succeeding 
years. 


OD ee. 


prises has represented a high proportion of their 
investment. 

From Table 45 it can be seen that the ratio of total 
savings to total investment has varied between 50 and 
almost 60 per cent for French enterprises. Such data 
as are available suggest that the ratio is high for Den- 
mark and for Austria and comparatively much lower 
for Belgium. The United Kingdom appears to present 
the extreme case. Here the comparison, shown in 
Table 46, relates to companies оту. Except in 1951, 
companies’.saving has in the aggregate exceeded com- 
panies’ investment over the period covered. This has 
led to the widespread view that in the United Kingdom 
company savings are more than sufficient to cover 
company investment. 

Such comparisons between undistributed profits and 
industrial investment, while useful in their way, pro- 
vide an exaggerated picture of the importance of cor- 
porate as opposed to other forms of saving. There are 
two reasons for the exaggeration and they are closely 
related: 


(1) Even in any one country and at any one point 
of time, firms are very far from being alike in the 
relationship between undistributed profits and invest- 
ment. While some firms enjoy a large excess of 
savings over investment, for others there is a large 
deficiency. There is an enormously wide dispersion 
in this respect and this dispersion plays a very impor- 
tant part in establishing financial obstacles to 
investment. 

(2) Firms may use their financial resources not 
only to increase their real assets but also to build 
up liquid assets,’ and they may do this even though 
simultaneously they are having recourse to external 
finance. 


Table 45 shows that in France enterprises as a whole 
have been adding to their liquid assets but have also 
been raising funds on a substantial scale by borrowing 
and by making new issues, a clear indication that 
dispersion is great—some enterprises have had 
excess funds on their hands, while others have in- 
vested funds in excess of their own ability to finance 
from internal sources. For the United Kingdom, 
Table 46 shows that, despite the excess of undistributed 
profits over investment, external finance has in fact 
been raised for the sector as a whole on a considerable 
scale. 


8 The inclusion of banking, insurance and other financial 
institutions in the table would result in its telling an even more 
pie story (see National Income and Expenditure, 1955, 
р. 

7 The term is here used broadly to cover cash, securities and 
other assets owned by a firm other than its actual physical 
assets. In the tables the increase in liquid assets is described, 
more correctly, as “funds available for other purposes ”. 


In other countries also the relationship between the 
undistributed profits and the investment of industrial 
firms is very far from uniform. The question of the 
actual degree of dispersion which exists is a crucial 
one, but very little quantitative material is available. 
A Swedish study has been made for the period 1950 to 
1952 of a sample of 760 enterprises 8 (representing 
55 per cent of the total number of workers employed 
in industry and about 65 per cent of total industrial 
investment). The total gross investment by these 
enterprises averaged Kr. 1,600 million a year and their 
total gross savings Kr. 1,460 million a year. About 
one-half of them, however, invested less than they 
saved, the excess of saving being Kr. 550 million a 
year, and the other half invested more than they saved, 
the excess of investment over saving amounting to 
Kr. 697 million. 


For the United Kingdom, a much more detailed 
study of the 100 largest public companies has been 
undertaken by the National Institute of Economic 
and Social Research. The 80 manufacturing com- 
panies included in the sample cover approximately 
30 to 35 per cent of the total manufacturing activity 
of British industry. In the period from 1949 to 1953 
covered by the study, investment was less than saving 
for only 33 out of the 100 companies, and as many 
as 63, representing 74 per cent of the total net assets 
in 1953/54, drew on external finance by making new 
issues or by borrowing from the banks, or both.!® 
The fact that in this period such a high proportion of 
this group of companies had to take heed of condi- 
tions in the capital market and of the availability of 
bank credit is in itself a powerful corrective to the 
conventional view which originates in the use of 
global figures (though of course the investment of 
these 63 companies was also largely financed from their 
own internal resources). 


The question of the nature of the use which is made 
of surplus financial resources by the firms which 
accumulate them out of profits in excess of their own 
requirements for investment is a very important one 
and will.be discussed in Section 3 in connection with 
the supply of risk capital. What is here relevant, 


8 Unpublished report on Sweden by Е. Dahmén for the EPA 


Project. The work in question is based on an investigation 
carried out by the Business Cycle Research Institute and the 
Industrial Institute of Economic and Social Research on the 
basis of material collected by the Central Statistical Office. 


° The Institute is making a comprehensive study of company 
finance. Some of the material has been made available to the 
secretariat and is made use of in this chapter, although no 
results have so far been published apart from a pilot study 
(A. Luboff, “ The Finance of Public Companies ”, Accounting 
Research, October 1953). 


10 Tt appears that none of the other 37 companies has drawn 
on external finance at any time since the end of the war. 
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however, is that even if—which is far from being the 
case—all the surplus funds of companies which can 
finance their investment out of their own resources 
were employed to hold the securities of other com- 
panies, there would still be the problem of attracting 
corporate savings to the securities of any particular 
company which was in need of external finance 
(either because its undistributed profits were low ог 
because it wished to expand beyond what could be 
financed from its own resources). 


The method of calculating self-finance 


“ Self-finance ? is best thought of in the first instance 
in. terms of an individual firm. It is that part of the 
firm’s investment which is financed out of its own 
resources. It indicates the extent to which investment 
has been conducted without encountering the prob- 
lems presented by securing external finance. Self- 
finance, measured in this way for each individual 
firm, can be aggregated for the whole of industry or 
for any convenient sector for which figures are 
available, and then measures the combined extent to 
which the internal resources of each individual firm 
have been applied to financing that same firm’s 
investment. 

For a single firm self-finance over any period of 
time is equal to the excess of its investment over the 
use made of external finance. It follows that for 
industry taken as a whole the aggregate of self- 
finance is equal to the excess of investment over 
the aggregate of funds raised by individual firms by 
borrowing and by making new issues. This is the 
basis of the normal method of assessing the amount 
of self-finance as illustrated for France, the United 
Kingdom, western Germany, and Austria in Tables 45, 
46, 47 and 48 respectively. 

This is a somewhat rough-and-ready measure of 
self-finance. It involves the assumption that firms 
which resort to external finance do not at the same 
time add to their liquid assets—in other words, that 
self-finance is not, for any appreciable number of 
firms, less than their own undistributed profits in each 
case. This assumption is not always realistic. When 
it is not, an awkward problem of intention is raised. 
Normally a firm builds up liquid assets with a view to 
‘being able in the future to carry out physical invest- 
ment without having to rely, so much as would 
otherwise be necessary, on external finance (which 
may become more difficult and expensive) and un- 
distributed profits (which may fall or disappear). 
Often also it has in mind the possibility of a phase of 
depression, which it will be able to face more con- 
fidently if its liquid assets can stand a heavy drain. 
Or, again, the firm may have run its liquid assets down 


unduly low through having in the past invested in 
excess of undistributed profits at a time when the con- 


ditions for raising external finance seemed unfavour- 
able. 


Some firms in any particular year will have built up 
liquid assets by making new issues,!! while others are 
running down the proceeds of issues made in previous 
years or are using up their liquid assets in anticipation 
of new issues to be made subsequently. Making a 
new issue is an elaborate and expensive operation, 
which is usually conducted every few years rather than 
every year. Also, for individual firms, investment, 
too, is apt to some extent to proceed by fits and 
starts. But if self-finance is being looked at from the 
point of view of a run of years the simplification here 
introduced will often be legitimate. 


The problem is more difficult if, year in and year 
out, some firms are consistently building up liquid 
assets with the aid of external finance, without a 
countervailing running down of liquid assets by other 
firms. The figures for France in Table 46 show that 
enterprises as a whole (even with the exclusion of 
banking and insurance) secured external finance in 
excess of their investment in 1953 and 1954, and, if 
the estimates are realized, will have done so again in 
1955 (as indicated by negative figures for self-finance 
for all three years). The reason—or at least a partial 
reason—seems to be that the urge to invest in this 
period has been lagging behind the easing of finance, 
but that French business-men have had in mind that 
before long conditions may call for a considerably 
higher rate of investment, which itself is then likely to 
lead to a tightening of credit conditions. If and when 
this proves to be the outcome there will be positive 
self-finance which will offset, and probably more than 
offset, the negative self-finance of recent years. So 
long as the calculation of self-finance is conducted 
with an eye to what it looks like over a period of 
years,!* again no difficulty arises. This is the justifi- 
cation of the procedure adopted in this chapter. 


11 Of the 100 United Kingdom companies which are being 


studied by the National Institute of Economic and Social 
Research, a considerable proportion raised external finance in 
the period 1949 to 1953, although the result was that their 
liquid assets rose during the period and in quite a number of 
cases would have risen even without the help of external finance. 


12 As illustrated, for example, in Chart 7, while the banks 
and special institutions were also by direct help showing a 
greater readiness to assist industry. 


13 As is indeed necessitated by other considerations too. The 
heavy year-to-year fluctuations of self-finance, as calculated in 
Tables 45, 46, 47 and 48 (and the appearance for the United King- 
dom in 1952 of a sporadic negative figure) are to be mainly attri- 
buted to the volatile behaviour of stocks, and the accounting 
complications associated with stock movements. The figures 
can be assessed only in terms of a very rough average over the 
whole period. (Continued on next page) 
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Self-finance appears in Tables 45, 46, 47 and 48 asa 
residual figure, and, even though year-to-year fluctua- 
tions are ignored, the calculation suffers from the 
liability to random error which usually attaches to a 
residual. It suffers also from two systematic errors 
which tell in opposite directions. One systematic 
error takes the form of failure to bring into the picture 
the full amount of external finance raised by com- 
panies whose shares enjoy no public quotation, and 
by small firms generally (including personal loans). 
On the other hand, the figures for new issues must 
often include issues the proceeds of which are used 
to buy out vendors of businesses or which are made 
direct to vendors; 14 they may include some refunding 
and conversion issues;?> and repayments of bonds 
must often escape deduction. 


The implications of the statistics of self-finance 


Despite all this, the figures for the ratio of self- 
finance to industrial investment presented in Tables 45, 
46, 47 and 48 give some kind of indication of the part 
played by self-finance (the figures for western Germany 


But if a single year (which, after all, is a peculiarly arbitrary 
period of time to choose as a unit for the kind of investigation 
which is here being conducted) were taken in isolation, then 
ideally it would be necessary to try to identify all cases of increase 
in liquid assets which could be regarded as taking place in 
accordance with a general trend and not as offsetting decreases 
of liquid assets sustained by other firms. For each such case 
the external finance or the increase in liquid assets, whichever 
was the less, would ideally have to be deducted from the total 
external finance raised for the whole sector before total self- 
finance was calculated. This procedure would be based on the 
rather arbitrary assumption that if in such a case less finance 
had been available from external sources the shortfall would, up 
to a point, have fallen on the expansion of liquid assets and not 
on the firm’s investment. 

This same procedure should ideally be applied, even when a 
term of years is under review, to any case in which a firm was 
intending to build up permanently its non-physical assets, 
perhaps by way of direct participation in the finance or owner- 
ship of another firm, perhaps by way of taking up as an ancillary 
activity the business of being an investment trust, perhaps by 
way of growth of liquid assets with the growth in the size of 
the firm. 

The same sort of difficulty arises with a firm which in a parti- 
cular year repays loans—e.g., reduces its bank overdraft—so 
as to render negative its resort to external finance. If it is a 
period of years which is under review, such repayment is offset 
by the original raising of the loan in an earlier year, or by its 
renewal in a later year. 

Actually it is because of the growing lack of coincidence 
between the raising of finance and its use for investment that 
the Bank deutscher Lander has abandoned the publication of 
figures of self-finance (such as appeared in its Monthly Report 
in 1953). See Monthly Report, October 1953, March 1954 and 
September 1955. 


14 These are excluded from the figures for United Kingdom new 
issues published by the Midland Bank, but the figures repro- 
duced in Table 46 from the Economic Survey are those published 
by the Bank of England. 


15 These are excluded both from the Midland Bank and from 
the Bank of England figures. 


being, however, partly vitiated by the inclusion of 
dwellings). For Sweden the proportion of net invest- 
ment financed from undistributed profits for the 
period 1950 to 1952 has been estimated at one-third,’ 
and in Denmark it appears that about one-half of 
new investment 1$ self-financed.?” 

It is evident that self-finance has quantitatively been 
considerably more important since the war than it 
was before. For western Germany, a special study 
shows that self-finance—including, however, short- 
term bank credits in addition to the statistically non- 
ascertainable items—amounted to 17 per cent of net 
fixed investment in 1926-28, rose to 54 per cent in 
1949, fell back to 31 per cent in 1950, and rose again 
to 43 per cent during the Korean Боот.18 Elsewhere 
it is necessary to fall back on other indications. In 
the United Kingdom corporate saving was roughly 
equal to investment by companies in 1938,13 but has 
been much bigger than such investment since the war. 


The proportion of profits distributed as dividends 
has generally been much lower since the war. In the 
United Kingdom the ratio of dividends (net of tax) 
to net company profits after tax has declined from 
66 per cent in 1938 to 33 per cent in 1954,?°in France 
from about 75 per cent to 50 per cent,” in western 
Germany from 60 per cent to 41 per cent in 1953,22 
and in Sweden from 68 per cent in 1939-41 to 50 per 
cent in 1954.23 

The statistics relating to undistributed profits, and 
even those relating to self-finance, are often deployed 
with a view to demonstrating the unimportance of 
external sources of finance and in particular of the 
capital market. These statistics are incapable, how- 
ever, of demonstrating that, if the capital market 
offered better facilities, considerably more finance 
would not be raised on it, partly in place of self- 
finance (dividend distributions being improved) but 
perhaps largely in addition to it, thanks to a stimulating 


18. Dahmén in the report mentioned above. 


"У. Kampmann, “ Finansieringen af Investeringerne ”, 
Nationalokonomisk Tidsskrift, Nos. 1 and 2, 1955, being a 
lecture given by the Danish Finance Minister to the National 
Economic Association. 


18 Statistisches Material zur Lage des Kapitalmarktes, Bank 
deutscher Linder, 1952. 


1 М. Kaldor, An Expenditure Tax, 1955, р. 154. 


Pre Е. W. Paish, “Company Profits and Their Distribution 
since the War”, District Bank Review, June 1955, p. 9. 


*1 The figure for 1938 is derived from М. Malissen, L’Auto- 
financement des sociétés, Paris, 1953, the 1954 figure from Rap- 
ports sur les comptes de la nation, 1949-1955. 


22 “ УУап@ преп in den Finanzierungsformen der Aktien- 
gesellschaften”, Die Weltwirtschaft, December 1955. 


; 2 Pre-war figures : Е. Dahmén, “ Finansierengen av industriens 
investeringar, 1929-1944”, Ekonomisk Revy, No. 5, 1945; post- 
war figures: Statistisk Tidskrift. 
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effect on investment. It may be just as true that firms 
rely so largely on self-finance because of the unattrac- 
tiveness or inaccessibility of other sources of finance 
as that they resort as little as they do to other sources 
because of the adequacy of self-finance. 


This consideration leads on to the following three 
questions: 


(1) Are on the whole the firms which expand most 
rapidly those which rely mainly on self-finance or 
those which rely least on self-finance ? The former 
possibility is suggested by the thought that it is the 
most successful firms which both make the larger 
profits and, quite independently, expand more 
rapidly. But there is some evidence in favour of the 
latter possibility. 

(2) If the firms which expand least rapidly are on 
the whole those which rely most on self-finance, is 
it because they are the firms which on the whole 
would find external finance particularly difficult or 
onerous to secure ? There is some evidence in 
favour of this possibility. 


(3) Or is it because of lack of enterprise and not 
only of lack of finance ? Here again there is some 
evidence that this factor also operates. This would 
accord with the prima facie view, but the question 
is a very difficult one to answer on the basis of 
factual evidence. 


The fact that of the 100 largest British companies 
which are being studied by the National Institute of 
Economic Research a high proportion have derived 
part of their resources from external sources has 
already been mentioned. It is also true that a high 
proportion of the total investment conducted by the 
group involved external finance. And, on the whole, 
the companies for which expansion was greatest 24 
were the companies which relied partly on external 
finance. 

If the results for these 100 largest companies are 
aggregated and compared with those for all companies, 
given in Table 46, it is found that their net investment 
and their resort to external finance are a relatively 
large proportion of the total, and their undistributed 
profits (as well as their depreciation) a lower propor- 
tion. The implication is that, being large companies 
able to make new issues on favourable terms, they 
were thus encouraged to expand more rapidly than 
the others. The National Institute is also investigating 
a much wider group of companies, numbering about 
2,500, comprising all those with public quotations for 
their securities. Here again net investment is a 
relatively high proportion of the total, compared with 


24 As measured by the ratio of gross investment to net assets. 


undistributed profits, the implication being that the 
companies with access to the stock exchange are the 
ones able or encouraged to expand more rapidly. 
Their depreciation is also a relatively high proportion 
of the total, which suggests that, while the companies 
whose shares are not quoted make good profits, their 
capital equipment is relatively out of date. 


On the other hand, it is to be expected that the 
companies whose securities are dealt in on the stock 
exchange tend, compared with the others, to be the 
ones whose managements are relatively efficient and 
progressive, and that this will be especially marked in 
the case of the largest companies. To some extent, 
then, the relatively slow growth of the smaller com- 
panies, and—usually the same thing—of the companies 
without public quotations for their securities, must be 
the result of lack of enterprise and not only of lack of 
finance. And this is confirmed by the unduly heavy 
concentration on these companies of the total accu- 
mulation of liquid assets. 


An investigation of small manufacturing businesses 
in the United Kingdom, carried out under the auspices 
of the Oxford University Institute of Statistics, raises 
the same question whether the reason why some firms 
do not resort to external finance is that they do not 
under any circumstances want to expand at a rate 
higher than they can cover from their own resources, 
or whether it is because the external finance is difficult 
and onerous for them to obtain. So far there is 
available only the result of a pilot study for the 
Birmingham area.** Out of 82 firms, 24 during the 
period 1947-53 had relied entirely on their own 
resources. These firms did not, on the whole, expand 
as much as the others. Their attitude as to the rate of 
expansion which they would desire was also less 
ambitious. None of them had ever tried to secure 
funds from an external source and, when asked why 
not, all but three replied that they had no need of 
external finance. It is suggested that this might be 
“explained by their having relatively near horizons, 
and hence lower expansionary targets ’’’. The impor- 
tant question is whether this relative lack of enterprise 
arises from the particular character of the manage- 
ments of these firms or whether it is instigated by 
the knowledge that resort to external finance may 
necessitate accepting onerous terms. Business-men 
do not spend time and energy in contemplating plans 
which are purely conjectural. When a business-man 
is asked why he does not wish his firm to expand faster 


25 Colin Bruce, F. A. Burchardt & E. B. Gibb, “Small Manu- 
facturing Businesses: A Preliminary Report on a Pilot Survey ”, 
Bulletin of the Oxford University Institute of Statistics, August 
1955. It is pointed out that the sample is very small and the 
conclusions must be regarded as extremely tentative. 
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he has in mind the terms on which the necessary 
finance might be secured, and his horizon obscures 
projects which would be profitable only if the terms 
were more generous. But there are of course many 
other factors which he has in mind as well, quite apart 
from questions of prospective profitability and risks. 
There are the technical and administrative difficulties 
of rapidly expanding the size of an organization. And 
many business-men prefer to keep their businesses 
reasonably small, so as to remain under their personal 
control. 

A French study of a sample of 1,225 industrial 
firms, of which 1,063 carried out investment in 1954, 
provides a break-down of sources of finance according 
to the size of the firm measured by the number of 
persons employed. Table 51 shows that the ratio of 
self-finance to total finance declined with the increase 
in the size of the firm. The proportion of firms which 
did not raise outside funds at all also varied inversely 
with the size of the firm. It ranged between 52 per 
cent among those employing less than 100 persons 
and 27 per cent among those employing more than a 
thousand persons. When questioned in the course of 
the investigation why they had not carried out any 
investment in 1954, the answers of the 162 firms 
concerned were distributed in the following way: 
17 per cent stated that their programme of expansion 
had been achieved before 1954; 42 per cent that 
expansion was not necessary in view of the general 
market situation; 22 per cent that they could not 
obtain the necessary finance; and 25 per cent that 
they did not borrow because the terms were too 
unfavourable. Thus almost one-half of the firms 
which did not invest at all refrained from doing so 


TABLE 51 


France : Sources of finance of a sample of industrial 
enterprises < 


Percentages 
Self- Bank | Capital | Public 
finance | credit | market | funds 
Numbers of employed: 
Less than 100... 75 21 1 3 
From 100 to 200. . 63 28 3 6 
From 200 to 1000 . 60 29 5 6 
1 6 


More than 1000. . 55 28 1 


All companies in the 


‚ Source : Conjoncture et mouvement des affaires, Institut national de la 
Statistique et des études économiques, December 1954. 


а 1,225 industrial enterprises. 


because of financial obstacles. It seems safe to 
conclude also that some of those which did expand 
would have expanded faster had finance been more 
easily obtainable. 

Further enquiries of the kinds here described are 
urgently needed and until such enquiries, conducted 
on a micro-economic basis, have been extended, it is 
very difficult to make confident inferences from the 
global figures. For example, despite the amount of 
attention given to the subject in the United Kingdom, 
it is still very difficult to assess to what extent invest- 
ment in that country would be hampered as a direct 
financial result of an all-round increase in the taxation 
of company profits. While it is clear that there are 
many firms whose undistributed profits are in excess 
of their needs, it is far from clear what is the relative. 
importance of the remaining firms, which would to а 
greater extent be forced to accept the less attractive 
alternative of external finance. j 


The future of self-finance 


An important question is whether the relative pro- 
minence of self-finance is to be regarded as a passing 
phase. This turns partly on the development of the’ 
global relationship between undistributed profits and 
industrial investment, partly on the development of 
the degree of dispersion between firms of this relation- 
ship, and partly on the desire of firms to go on build- 
ing up liquid assets. To deal with the last point first, 
whether self-finance can continue on anything like the 
scale of recent years depends on whether liquid assets 
will run down. For most countries for which data а1-е 
available, liquid assets, in the aggregate, have beein 
increasing or, at least, have not been declining if 
recent years (see Tables 45, 46, 47 and 48). In France, 
as already pointed out, the rate of increase in liquid 
assets has been high and sustained. For the United 
Kingdom, liquid assets for all companies taken glob- 
ally were increasing steadily and sharply until 1954, 
when there was a slowing-down of the increase. A 
similar development has taken place in western Ger- 
many. Liquid assets of a sample of Belgian enterprises 
ranging from 3,591 to 4,420 have also been accumulat- 
ing each year from 1949 to 1953.26 In the Netherlands, 
on the other hand, liquid assets in the private sector 
have been subject to sharp fluctuations. In Norway, 
for which no figures are available, it is thought that 
liquid assets are still higher than before the war 
although they have been falling in recent years. 


On the prospective development of the degree of 
dispersion between firms it is not possible to generalize. 


в Etudes complémentaires au compte rendu, Caisse générale 
d’épargne et de retraite de Belgique. 


It is partly a matter of dispersion between industries 2” 
and here perhaps a further widening can be expected. 


The relationship between undistributed profits and 
industrial investment depends on that of total profits 
to industrial investment and on the proportion of pro- 
fits withheld from distribution as dividends to the 
shareholders. As to profits, there is some reason to 
expect that as capital accumulates the share of profits 
in total national income will decline,?% although such 
a decline cannot be foreseen with great confidence and, 
in any case, is likely to proceed only very slowly. In 
so far as it does occur and in so far as the ratio of 
investment to income does not fall, or at least does 
not fall so fast, the ratio of profits to investment will 
decline. 


The important question, however, is whether the 
retention by companies of such a high proportion of 
their profits is likely to continue, and whether the gap, 
which has been so much widened, between total and 
distributed profits will not in time resume more normal 
proportions. There is evidence that this has already 
happened to a certain, although still limited, extent 
for France, where the ratio of dividends to net com- 
pany profits has already risen from 30 per cent in 1950 
to almost 50 per cent in 1954. The view that dividend 
policy is likely to become more generous is supported 
by the record of the past few уеагз.28 There has been 
a reluctance on the part of boards of directors to 
push up dividends as fast as profits. So long as there 
is some gradual increase as years go by in the nominal 
rate of dividend, the shareholders as a body are very 
unlikely to make any protest. Indeed, the recipe for 
a contented body of shareholders is a slowly rising 
dividend rate so designed that a reversal of the trend 
is unlikely ever to be called for. A board of directors 
is interested in the expansion and prestige of its com- 
pany as well as in the claim of its shareholders on the 


27 The investigation of 2,500 United Kingdom companies 
which is being undertaken by the National Institute of Economic 
and Social Research shows that the steel, silk and rayon, clothing 
and footwear industries, and, in the past two years, the cotton 
industry, have had to draw on their liquid assets though not in 
the aggregate by very much. 


28 An exception is likely to be provided by those countries in 
which resources are not yet fully utilized. For in such countries 
there is a case for allowing demand to press more heavily on 
available capacity, and furthermore the expansion of the stock 
of capital will for some time go hand-in-hand with an expansion 
of the employed labour force. 


29 In the United Kingdom total payments, gross of income tax, 
of dividends on ordinary shares (partly attributable to the issue 
of additional capital) increased in 1950 by only 19 per cent 
over those of 1938, but by 1954 the increase over 1938 amounted 
to 80 per cent (National Income and Expenditure, 1955, Central 
Statistical Office). In the first three quarters of 1955 there was 
a further increase of about 20 per cent over the same period of 
1954 (Quarterly Supplement to the Treasury Bulletin for Industry, 
December 1955, quoting The Financial Times figures). 
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company’s profits. But it will want to ensure that its 
shareholders are reasonably contented and, partly in 
the direct interests of its shareholders and partly in 
order to facilitate the raising of new capital, it will 
want to see an increase in the company’s profits gra- 
dually reflected in the market price of the shares. All 
this points to a narrowing of the gap between dividends 
and profits. It is true that, with high and steeply 
progressive taxation of personal incomes, it suits the 
richer shareholders to retain in the company a large 
part of their share in the profits, so that they can 
eventually secure it in the form of an increase in the 
real capital value of the assets. But this increase will 
be fully reflected in the market price of the shares only 
if eventually the dividend distribution keeps pace with 
the profits. 


Present-day dividend policy is still under the influence 
of appeals for restraint made in the earlier post-war 
years, which in some cases have been renewed.*° These 
appeals are largely directed to discourage demands for 
higher wages, although they are prompted partly by 
the relationship between the distribution of dividends 
and the consumption of the shareholders. In some 
cases the management of a company will be influenced 
by the attitude of its own workers, but this again 
points against a dramatic increase in any one year in 
the rate of dividend rather than against a gradual 
narrowing of the gap between dividend payments and’ 
profits. 

In most countries, if the system of corporate and 
personal taxation is considered jointly, it works in 
favour of the retention of profits. But this is part of 
the permanent fabric of taxation systems. In addi- 
tion, however, in the United Kingdom and Denmark 
tax rates discriminate against the distribution of 
profits.*1 This discrimination must, however, be con- 
sidered as temporary and the tendency is likely to be 
in the direction of reducing such discrimination. 


зо 1п Norway, legal restriction on dividend payment to a 
maximum nominal rate of 5 per cent is generally still in force, 
but exceptions are made if this would reduce the yield on the 
total capital of the company below 31 per cent. 


31 The rates are now 27 per cent for distributed and 21 
per cent for undistributed profits in the United Kingdom. In 
Denmark the tax burden increases with the proportion of profits 
which is distributed. In western Germany and in Norway, on 
the contrary, the discrimination works in the opposite direction, 
with a tax on undistributed profits higher than that on distri- 
buted profits. In the former country the purpose of this is to 
revive the capital market and in the latter to treat undistributed 
profits on an equitable basis with distributed profits, which are 
also subject—as everywhere else—to a tax in the hands of the 
shareholder. 


32 Cf, the recommendation on this point by the recent United 
Kingdom Royal Commission on the Taxation of Profits and 
Income (HMSO, Cmd. 9474, Chapter 20). In fact, however, 
the rate on distributed profits was actually raised from 2214 to 
271% per cent in the Budget of 26 October 1955. 


р 


The ultimate question is not so much the extent to 
which investment is self-financed as the degree of 
selectivity which even this method of finance imposes 
upon the choice of investment projects. It is wrongto 
think purely in terms of a choice between the profits 
resulting from physical investment and the return, 
which is usually a very low one, which a firm receives 
on its liquid assets. Although a board of directors is 
likely to seize the opportunity presented by an in- 
crease of profits to withhold part of it from distribution 
to its shareholders, it will usually recognize that 
ultimately distributions have to match profits. In so 
far as a sacrifice is imposed on the shareholders for 
the purpose of providing for the self-finance of 
investment, it would be going too far to suppose that 
it is ignored by the management. In other words, the 
expected return from the investment which is the 
occasion of the sacrifice must be sufficiently large to 
justify the sacrifice in the management’s eyes.** The 
sacrifice of the shareholders is not only one of income 
but is also represented by the market price of the 
shares, which would be higher if the dividend were 
raised. It thus takes a form of direct consequence to 
the management, since a higher market price of the 
shares would mean that new issues could be made on 
more favourable terms. 

As against the significance of self-finance in facilitat- 
ing investment in the absence of an efficiently function- 
ing capital market, there are some adverse features of 
this method to be considered. Quite apart from the 
drag on the total level of investment, reliance on 
self-finance tends to concentrate investment on 
existing enterprises. Industries with high profits are 
not necessarily those in which expansion is most 
needed from the general economic point of view. This 
is especially so where there have been restrictions on 
price policies. Thus in western Germany prices had 
been fixed at low levels in some basic sectors of the 


33 A company which is financing its investment both from 
outside sources and from its own resources will presumably 
adjust its policy in such a way as to balance this sacrifice against 
the cost of raising finance from outside. For a company which 
does not resort to external finance at all, the sacrifice can 
presumably be regarded as less than that which would be 
entailed in external finance. The consequent adverse effect on 
the pattern of investment is often emphasized. An even more 
extreme view is taken by Mr. Kampmann, the Danish Finance 
Minister: “I believe that there are many undertakings in 
Denmark [relying on _ self-finance] where economic 
reasons are not the sole factor in determining whether invest- 
ment shall be made or not. ” (Loc. cit.) 


economy, such as coal-mining, steel production, the 
railways and the production of electricity, with the 
result that opportunities for self-finance were very 
restricted. This became evident when bottlenecks 
developed during the Korean boom in those sectors. 
Moreover, expansion which is concentrated on the 
more profitable enterprises also involves a strengthen- 
ing of the forces of monopoly. For a new firm to 
achieve an excess of saving over investment usually 
takes time and it takes still more time to build up a 
reserve of liquid assets. “ Self-financed investment is 
determined by past and present profitability of already 
existing businesses. The market can finance any kind 
of hope. Self-finance is the privilege of an already- 
acquired prosperity.” 34 

The fact, however, that the undistributed profits of 
companies or industrial enterprises are of the same 
order of magnitude as industrial investment cannot be 
dismissed as a complete coincidence. It is true that 
the match between corporate saving and industrial 
investment becomes extremely imperfect, as a result of 
the high degree of dispersion, as soon as it is individual 
firms which are under investigation. But the difficulties 
which confront a firm which is trying to raise more 
than a limited amount of finance from external 
sources are often such as to cause its investment to be 
partially limited by its own ability to save; while it is 
clear too, by the same token, that a firm will try to 
retain sufficient profits to finance a large part of 
outstandingly profitable investment opportunities. 
That industrial investment should in this way be 
limited by the economic and human factors underlying 
corporate saving seems arbitrary and disharmonious, 
but it helps to explain the low figures for net indus- 
trial investment, as presented in Chapter 2. If it is 
reasonable to foresee that corporate saving will tend 
to fall relatively to national product, or at any rate 
that it will require very attractive profit expectations 
to provide sufficient incentive to prevent it from 
falling, it does not augur well for any substantial 
improvement in the trend of industrial investment 
such ‘as might be rendered physically possible as а 
result of the operation of economic policy and econo- 
mic progress. 


These considerations lead on to a discussion of the 
capital market as a source of finance. 


84 J, М. Jeanneney in the Introduction to М. Malissen, op. cit. 


3. THE CAPITAL MARKET 


Fixed-interest securities and shares 


Industrial securities can broadly be divided between 
fixed-interest securities and зВагез.35 Corresponding 
to the return, based on the market price, on a fixed- 
interest security is the prospective yield (earnings 
yield rather than dividend yield), also based on the 
market price, on a share. The former will normally 
be less,” provided that the recipient of the income 
derived from a security is taxed in the same way 
whether the security is a fixed-interest security or a 
share.** But if the proportion of a firm’s capital which 
is represented by fixed-interest securities is a high one, 
the owners of these securities will be taking an ap- 
preciable part of the risk and will demand a corre- 
spondingly higher return. Also, if the proportion repre- 
sented by fixed-interest securities is high, the income 
derived from the share capital will be subject to heavy 
fluctuations, and here again the owners will therefore 
demand a correspondingly higher prospective yield. 
This means that the capital structure of a company has 
to be kept in some sort of balance. But the value of 
the shareholders’ interest in a company’s capital can 
rise, not only as a result of new shares being issued, 
but also as a result of the retention of profits. If 
profits are retained on a sufficient scale it will be 
possible for the company to confine its resort to 
external finance to the issue of fixed-interest securities 
(and to borrowing from the banks). In general, 
however, over a term of years, shares as well as 
fixed-interest securities have to be issued in order 
to keep the capital structure in reasonable balance. 
The ability of the market to absorb shares is 
therefore a vital consideration. It will be seen that 
the actual magnitude of issues of shares is low, 
but this may be an indication of a defective market 
as much as, or more than, of its unimportance—in 
other words, the usual issue of the cause and effect 
presents itself. 


A tax on corporate profits increases the relative 
advantage of issuing bonds rather than shares as a 
means of securing finance. In so far as the interest 
on the bonds is deducted before the taxable profits 
are assessed, the substitution of bonds for shares 
reduces the tax liability. This discouragement of 
finance by the issue of shares is, quantitatively con- 
sidered, very significant. Thus, to take one example, 


35 By “ shares” will be meant “ ordinary shares”, “ preference 
shares ” being regarded as fixed-interest securities. 
37 Some apparent exceptions are discussed below. 


38 Exceptions are noted below. 


if a French company’s bonds and shares happened to 
offer the same yield to the owner and the cost of the 
bond interest to the company was effectively 7.3 per 
cent, the dividend yield sacrificed by the company in 
making an issue of shares would be 12 per cent. Much 
the same figures would apply to Belgium.*® What it 
really comes to is that taxation of corporate profits, 
which is additional to taxation of incomes, is taxation 
of enterprise, but that its incidence is reduced by the 
issue of bonds. By discouraging the issue of shares it 
causes the prices of shares to be higher, and their 
yields to be lower to the owner of the shares, than 
would be the case if the same amount of tax was 
collected without exemption for bond interest. A 
further discouragement to the use of shares for secur- 
ing finance is exercised in those cases, some of which 
are noted below, in which the recipient of the income 
is taxed more heavily when the source of his income 
is a share than when it is a bond. This kind of 
discrimination manifests itself, ceteris paribus, by 
depressing the prices of shares, and raising the 
yields on them, compared with those of bonds, thus 
making it relatively less attractive to managements 
to issue them. 


The defects of the capital market 


The defects of the capital market can be broadly 
considered in three separate categories: 


(1) The yield on a share is often unduly high, in 
relation to any objective assessment of the prospects 
and risks involved, so that an investment project has 


До look particularly attractive to a company’s manage- 


ment if the financing of it by an issue of shares is 
to be justified in the eyes of the management. Here it 
has again to be emphasized that it is the prospective 
earnings yield, rather than dividend yield, which 
represents the sacrifice to the existing shareholders 
involved in raising new capital by issuing additional 
shares. In so far as a management acts in the interests 
of existing shareholders it is the earnings yield which 
it should regard as the cost of additional capital 
secured by an issue of shares. Managements are, it is 
true, influenced also by other considerations but not 
to such an extent that the earnings yield on the shares 
is not an important deterrent to expansion. Considera- 
tion of dividend yields is very misleading—still more so 
if such consideration is confined to “market leaders”. 
The fact that in general dividends constitute only a 


39 On the assumption in both cases of a full distribution of 


earnings on the shares. | 
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modest proportion of company earnings has already 
been supported by illustrative statistics. Even when 
there is no reason for fearing a decline of earnings, a 
yield based on the past year’s earnings in the neigh- 
bourhood of 15 to 20 per cent” is at the present time 
not untypical of shares in the United Kingdom enjoy- 
ing a relatively good market, accompanied by a 
dividend yield based on the past year’s dividend of 
5 to 6 per cent. Similar illustrative figures could be 
quoted for other countries. A rate of anything ap- 
proaching 20 per cent must be regarded as a severe test 
for a company’s investment programme to satisfy. 
Generally speaking, the effective rate is lower for the 
market leaders, considerably higher for the smaller 
and less-well-known companies (this is quite apart 
from expectations or fears that the level of profits will 
alter in one direction or the other and differences in 
the degree of conviction with which any such expec- 
tations are entertained, i.e., in the degree of risk). 
Even on fixed-interest securities the yield, except for 
the leading companies, is also often on the high side 
when regard is paid to the small amount of risk 
involved. 


(2) As serious, if not more serious, is the limited 
capacity of the market to absorb additional quantities 
of a company’s securities without the price being 
appreciably affected. In other words, the market is 
imperfect—and, in general, it is seriously imperfect. 
This imperfection serves to limit the amount of new 
capital which a company can, over any given period 
of years, raise by making new issues. The more capital 
which it raises the more onerous are the terms which 
it has to accept. This defect of the market is much 
less serious for fixed-interest securities than it is for 
ordinary shares, additional sales of which have to 
overcome the obstacle created by ignorance and 
uncertainty in the minds of potential shareholders. 
The defect is appreciable for all companies, even the 
largest, and becomes very serious indeed for relatively 
unknown companies, whose shares in any case com- 
mand unfavourable quotations. And of course it is 
much more serious in countries in which the capital 
market is still in an undeveloped condition. It takes 
an extreme form when the quotation of a company’s 
shares is purely “nominal ’’—a not unusual state of 
affairs for smaller companies. 


(3) The extent to which organized stock exchanges 
cover, in their market operations, the field of corpo- 
rate enterprise varies enormously, as is indicated 


*° After deduction of profits tax but gross of income tax. 
Mr. Kaldor points out that “ the earnings yield of industrial 
shares has been twice to three times as high as before the war ” 
(op. cit., p. 164). 


below, from country to country. But even in those 
countries in which the capital market is fully developed 
there are numerous companies whose securities are 
not quoted. These include the smaller companies, 
and also all new companies whose record of profits 
is inadequate to secure a quotation. The terms on 
which, by private negotiation with owners of wealth, 
such companies can add to the capital put into them 
by their promoters are, of course, a good deal less 
favourable even than those which the market, if 
there were an organized market for these securities, 
would offer. And the same conditions apply to other 
forms of external finance, both for corporate and for 
unincorporated enterprises.* 


Shortage of risk capital—Lack of demand for shares 


These defects are largely associated with the alleged 
shortage of risk capital, which is so strongly empha- 
sized by commentators in many countries and the 
existence of which is denied by others. Those who 
emphasize the shortage are inclined to attribute it to 
the change in the pattern of savings,*? in its turn due 
in part to heavier taxation of the wealthier classes. 
Public saving is devoted almost entirely to the redemp- 
tion of risk-free securities or to financing public 
investment which otherwise would have involved the 
issue of additional risk-free securities. Corporate 
saving, in so far as it is not absorbed in self-finance 
(and it has been indicated that in quite considerable 
measure it is not so absorbed), is largely devoted to 
the acquisition of bank deposits 43 and risk-free secur- 


“1 It is important to draw a distinction between the question 
of the availability of funds in an absolute sense and that of the 
terms on which they can be secured. The pilot study of small 
businesses conducted under the auspices of the Oxford Univer- 
sity Institute of Statistics revealed that “ of the 58 firms using 
external finance, only two stated that they had any difficulty 
in raising external funds ” (С. Bruce, Е. A. Burchardt & Е. В. 
Gibb, op. cit., p. 273). What it does not reveal is the nature of 
the terms which have to be conceded or the effect of these terms 
in limiting the investment programme for which finance is being 
sought. Often, no doubt, it is a matter of a bank loan, or some 
other kind of loan, at a reasonable rate of interest, but such a 
loan is usually temporary and its repayment out of future profits 
will entail a sacrifice of personal income of which account is 
taken in the minds of those who decide how fast they want to 
expand. 


42 See Chapter 2, Section 4. 


“з For France and western Germany figures are given in Tables 1 
and 3. For the United Kingdom an upper limit can be obtained 
by subtracting from the total net increase in bank deposits 
“the increase in net personal bank deposits ” (National Income 
and Expenditure, 1955, Central Statistical Office, Table 27), with 
the following result: 


1951 1952 1953 1954 


Millions of pounds 
—229 249 194 —21 
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ities.“4 To the extent that it is not matched by self- 
financed investment, corporate saving suffers from 
inertness to a degree only less than that of public 
saving. 

It is often maintained that the shortage of risk 
capital is to be associated with the fall, where there 
has been such a fall, in the proportion of total saving 
which now appears in the form of personal saving, 
compared with before the war. An enquiry into the 
channels used by personal saving calls for radical 
qualification of the view that personal saving is highly 
conspicuous for the spirit of enterprise. It has been 
seen that a high proportion takes the form of insurance 
premiums and pensions contributions. An important 
factor in the supply of finance to industry is therefore 
the placement policies *5 of insurance companies and 
pension funds. 


In many countries institutions are either entirely 
precluded from holding shares or such holdings are 
limited to a small portion of their investible funds. 
Where there are no such regulations or where the 
legal provisions are liberal, caution on the part of the 
management of the institutions often plays the same 
role. For example, the Swiss old-age insurance 
authority is prohibited, by law, from investing its 
huge funds in anything but “ miindelsicher ” assets. 
Belgian life insurance companies are permitted to 
place 15 per cent of their reserves in shares of com- 
panies which meet certain requirements, but the actual 
proportion was only 7 per cent at the end of 1953; 
for corporate bonds the legal maximum is 28.5 per 
cent and the actual proportion was 7 per cent; pension 
funds are entirely prohibited from holding shares; 
for all institutions—insurance companies, pension 
funds and savings banks—only 38 per cent of the total 
funds available for placement were devoted to the 
industrial sector, and of this total 68 per cent were 
mortgage loans.** In Norway strict legal limitations 
almost entirely preclude placement in shares.*’ In the 
Netherlands there has been a marked trend towards 


44 No figures appear to be available. It is difficult to assess 
the importance of acquisitions by one company of another 
company’s securities which are designed to secure control or 
are associated with a community of interest. In general it is 
uncommon for an industrial company to acquire other com- 
panies’ securities simply by way of placement in the manner 
of an investment trust. Norway and France appear to be 
exceptions. Indeed, in Norway quite a substantial part of the 
total share capital of joint-stock companies is known to be 
owned by other companies and it is thought that such holdings 
have increased very considerably since the war. 


45 The French term “placement” has been used for the pur- 
chase of securities so as to avoid confusion with the term 
“investment ”, which is used in the physical sense. 

46 Unpublished report on Belgium by В. Alloo for the EPA 
Project. 

47 Similarly on Norway by E. W. Paulson, 


the purchase of industrial fixed-interest securities by 
institutions, but holdings of shares remain very small. 
In Sweden the holding of shares is limited both by 
law and by tradition: no part of the premium reserves 
of life insurance companies can be held in shares and 
funds other than premium reserves amount to approx- 
imately only one-tenth of the reserves.4% Austrian 
insurance companies have not yet made up for their 
war-time losses and have only small amounts available 
for placement: information obtained for one large 
insurance company indicates a marked preference for 
direct loans as opposed to the purchase of securities.*® 
In western Germany, too, there are legal restrictions 
on placement in shares by institutions: of total life 
insurance companies’ security purchases amounting 
to DM 216 million in 1954, DM 37.7 million consisted 
of industrial bonds and DM 61.6 million of other 
securities of which only some were shares. 


In the United Kingdom, on the other hand, where 
there are no legal restrictions, there has been a sharp 
rise since the war in the proportion of insurance 
companies’ funds held in shares. For 212 companies, 
covering some four-fifths of business done by British 
insurance companies at home and overseas, the 
proportion of total funds held in shares rose from 
3.4. per cent in 1927 and 9 per cent in 1937 to 14 per 
cent in 1954. In absolute terms, holdings of shares 
in 1954 amounted to a book value of £584 million 
(the market value of the shares of United Kingdom 
companies quoted on the London Stock Exchange was 
£8,908 million at the end of 1954). In 1954 these same 
companies increased their holdings of shares by over 
£100 million.5° For private pension funds, which 
appear to be accumulating at a rate in excess of 
£100 million a year,®! no statistical data are available, 
but it is thought that their interest in shares is relatively 
higher than that of insurance companies. 


It is clear, then, that of the important part of 
personal savings which is added to the funds of insur- 
ance companies and pension funds, only a small 
amount is used directly for the purchase of shares. An 
important part of personal savings is also devoted to 
the building up of bank deposits and the like, which 
can be regarded as part of the basis of expansion of 
bank credit, discussed in the next section of this 


48 Similarly on Sweden by Е. Dahmeén. 
49 Similarly on Austria by E. John. 


50 J. W. J. Levien, retiring chairman of the British Insurance 
Association (The Times, 2 July 1955). 


51 С. T. Saunders, “Some Problems in the Estimation of 
Personal Savings and Investment ” read before the Manchester 
Statistical Society, 10 November 1954, Review of Economic 
Studies, 1954-55, No. 58. 
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TABLE 52 


New issues of shares by enterprises 


Value in national currency 


Country and unit of currency 


1952 1953 
United Kingdom (millions of pounds) . 88 44 
France 8 (billions of francs)... ... oe 57 
Western Germany 4 (millions of DM) .| 259 269 
Italy (billions of lire)" 2s en 107 192 


Netherlands (millions of guilders) .. . 74 5 
Belgium 9 (billions of francs) 


0.9 


Percentage of all new issues 4 


nr 


pc ЗО р р ee SS Se 


Sources : See Appendix С. 
а In the sector “ Enterprises ”. 
5 Excluding financial securities. 


chapter. Of the rest, only a small part can be regarded 
as in any sense available for buying shares. Nostalgic 
pleas for a further move towards the pre-war situation 
are, however, supported by the argument that, even 
though personal saving has recovered in some countries 
so remarkably in the last few years, it is too heavily 
concentrated in the hands of the less wealthy section of 
the community to retain its vital flavour. For the 
United Kingdom the nostalgic view finds no basis in 
statistical estimates (but they are rather conjectural). In 
1939, which seems to have been a relatively good year 
for personal saving, only about £135 million appears to 
have been left over out of personal saving after covering 
the needs of investment in agricultural and other un- 
incorporated enterprises, and after meeting the net 
capital outgoings on housing and insurance and 
pension commitments. More than the whole of the 
equivalent of this sum went into government National 
Savings Certificates.°* 


It is true that the annual addition to the total stock 
of shares through new issues is also very small in 
amount, and that in relation to new issues the amount 
of new saving directed to the purchase of shares no 
longer looks small. The figures for recent years which 
are available for the United Kingdom, France, western 
Germany, Italy and the Netherlands are set out in 
Table 52. But once again it is a question of cause and 
effect. It may be that issues of shares are so small 
because the yields on shares are so high (with the 
result that the issue of shares is unattractive to manage- 
ments), because the markets in shares are so imperfect, 
and because so few shares are quoted. 


58 Figures derived from С. T. Saunders, op. cit. 


1954 1955 1952 1953 1954 1955 
73 67 40 35 
79 67¢ ih 41 36 
453 1 500* 65 45 65 
147 88 94 96 
33 142¢ 93 61 54 99с 
2.1¢ 55 39 58 
с First half. 


d Figures for all new issues include dwellings. 
е Provisional. 


It is, however, wrong to think purely in terms of the 
annual flow of shares on to the market and the annual 
absorption. What determines the price level of shares 
in relation to that of risk-free fixed-interest securities 
is the total accumulated stock in relation to the 
willingness of persons, institutions and corporations 
to hold shares as opposed to other forms of holding 
wealth. A discrepancy between the annual inflow and 
the annual offtake is of importance only over a term 
of years, when it has had time appreciably to modify 
the size of the total stock in relation to the attitude 
towards shares of the owners of wealth. What is really 
relevant is that the more equal distribution of wealth, 
the growing tendency of personal wealth to be incorpo- 
rated in insurance policies and pension rights, the 
growing tendency of personal wealth, in so far as it is 
held in the form of shares, to be represented by liquid 
assets of companies, and, in certain countries in which 
public saving is important, the fact that public debt 
does not rise pari passu with public investment, all 
serve to keep the prices of ordinary shares lower than 
they would be if these forces operated less strongly or 
did not operate at all, and to keep the market in 
shares more imperfect and less comprehensive than it 
would otherwise be. 


Remedies for shortage of risk capital 


It is not argued here that the right remedy is to 
transfer more of the burden of taxation from the 


*4 Nationalization, at the moment at which it takes place, has 
the contrary effect, as also has the substitution of public invest- 
ment, financed by government or State-guaranteed securities, 


for private investment, which makes demands on the supply of 
risk capital. 
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wealthier to the less wealthy classes. The social 
implications must be regarded as dominant. The 
trend which they dictate may have some adverse 
influence on the supply of risk capital, but the right 
course seems to lie in identifying the influence and in 
considering alternative methods of counteracting it, 
such, for example, as those indicated in the concluding 
section of this chapter. 


Nor is it argued that the right remedy is to reduce 
taxation all round, in the hope that the reduction in 
public saving will be offset by an increase of personal 
saving. This is an argument often used, and it has 
exercised a considerable influence on public policy.® 
It is sometimes, though not sufficiently readily, 
recognized by those who use this argument that such a 
change in the pattern of saving will be accompanied 
by an increase of consumption—-since a reduction of the 
burden of taxation leads to additional consumption 
as well as to additional saving. However, it is then 
claimed that the increase in the quality of saving will 
more than offset the net falling-off in total thrift. But 
at times when the case for public saving rests on the 
pressure by competing demands on limited productive 
resources—i.e., on the desirability of limiting the 
demands of consumption—this claim is very un- 
convincing. It is particularly so when it is remembered 
that in the course of any one year, or even a period of 
several years, it is only to a small extent that the 
supply of risk capital can be altered by tax remissions, 
which in any case cannot amount to much in relation 
to the total stock of wealth held in forms which 
involve risk and a large part of which will be used by 
the taxpayers, not only to increase consumption, but 
also to accumulate wealth in relatively risk-free forms. 


The prospect, already noted, that dividends will 
again be distributed more generously will itself help 
the capital market just at a time when investment will 
be less readily self-financed and when, therefore, it is 
particularly important that the capital market should 
be more easily accessible as a source of external 
finance. The capital market will be helped in two 
ways. First, there will be a change in the pattern of 
saving—away from corporate to personal saving. 
Again at the expense of an increase of consumption, 
there will result a gradually growing effect on the 
supply of risk capital by persons—and this time the 
expansion of personal incomes will be concentrated 
on those who ex hypothesi are in the habit of owning 
shares. Taken by itself, this result can provide only a 
partial offset to the reduction in the supply of self- 
finance, which is an important and large part of 
corporate saving. 


55 See Chapter 3. 


But there is a more important consideration. The 
withholding of profits from distribution to the share- 
holders has a direct responsibility for a high earnings 
yield on the shares of the company in question. The 
reason is that the market price of a share is dominated 
by the actual dividend far more than by the earnings. 
While the need for finance to cover investment 
programmes has been one of the major causes of 
dividend restraint, with a change of atmosphere there 
is likely often to come a point in a company’s history 
at which it seems preferable to cultivate the capital 
market in its own shares by a more generous dividend 
policy rather than to regard the quantity of self- 
finance as more important than the terms on which 
external finance can be secured. Such a trend, despite 
the encouragement to shareholders’ consumption with 
which it is associated, would be regarded by many 
commentators as healthy, provided that it did not 
seriously prejudice attempts to secure moderation of 
wage тоуетеп{5.56 


Discussions about shortage of risk capital 


The question whether there is a shortage of risk 
capital is from many points of view a purely verbal 
one. It is, however, much discussed. Appreciation of 
such discussions is not easy because interwoven into 
them is a considerable amount of special pleading, 
often unconscious in character, for tax concessions. 
There are, however, more authoritative statements, a 
selection of which should be recorded. In the Nether- 
lands, “ it would seem that on the whole finance has 
not during the last years been any serious problem ”, 
because “ relatively large profits have been available 
of which a great part has been ploughed back’’; 
nevertheless the view is held that some thought should 
be given to the means of increasing the supply of 
risk-bearing capital, for “the supply of funds to the 
capital market is abundant only in relation to the 
effective demand.’’5? In Austria in 1953 “despite 


56 The recommendation, mentioned in an earlier footnote, 
against discrimination in favour of retention of profits made 
for the United Kingdom by the Royal Commission on the 
Taxation of Profits and Income is discussed in their general 
“ Memorandum of Dissent ” by three of the members (Mr. G. 
Woodcock, Mr. Н. L. Bullock, and Mr. М. Kaldor): “In the 
absence of the taxation of capital gains there is no alternative 
but to discourage the making of capital gains through appeals 
to dividend restraint and through institutional measures of 
various kinds. Once capital gains are brought within the scope 
of taxation, however, the problem takes on an entirely different 
aspect. For in the long run a private-enterprise economy is 
likely to function more efficiently if neither higher dividend 
distributions nor the emergence of capital gains is prevented by 
discriminatory measures.” (HMSO, Cmd. 9474, р. 388.) 


57 Minister of Economic Affairs, Vijfde nota inzake de indus- 
trialisatie van Nederland, Parliamentary session, 1955/56. 
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successive reductions of the bank rate from 6 to 
31% per cent, long-term interest rates have remained 
high and the capital market паггоу.” 58 And in 
Denmark, also in 1953, “ 50 far as the capital market 
is concerned, many new and expanding firms find 
access difficult.’’ 59 


On the other hand, in Belgium, “shortage of 
capital does not ... at present seem seriously to be 
restricting the volume of investment, despite the fiscal 
arrangements which favour government borrowing; 
the problem appears rather to lie on the demand 
side.’ 80 And “ the capital market in France is charac- 
terized since the end of 1953 by a great abundance of 
funds offered and by lack of demand for them. This 
is true for medium-term bank credits as well as for 
shares and bond issues.”’ 61 


For the United Kingdom the shortage of risk 
capital has been widely stressed and has also been 
emphatically denied. For example : “ This survey of 
the sources of finance suggests that, by comparison 
with earlier times, the total supply of finance for 
industrial development may be lower in relation to the 
need for it and that, within the general shortage, 
there may be a special shortage of risk capital. It is 
difficult to demonstrate by direct evidence that this is 
so, although it has been for some time the current 
impression of many of us in the City who are closely 
involved in the problem.’’® Or again: “The fact 
is slowly emerging that sources of capital external to 
the firm are gradually drying up. This is the result of 
a long-term trend deriving principally from the 
tendency for taxation of personal incomes to become 
more steeply progressive. While this may be justified 
on various other grounds, it is a fact of serious con- 
sequence for business.’’ 63 On the other hand: “The 
features of the stock markets and the new issue 
market, in short, seem to me to give no positive 
indications of a shortage of risk capital in this con- 
text os 


58 6th Report of the OEEC, Vol. П, Paris, March 1955, р. 16. 
59 Tbid., р. 43. 


6° Economic Conditions in the Belgium-Luxembourg Economic 
re OEEC, November 1955 (Seventh Report of the OEEC, 
56). 


р. Mendés-France, Le Monde, 25 August 1955. 


82 Sir George Erskine in a Presidential Address, Journal of the 
Institute of Bankers, June 1955. 


3 The Association of Certified and Corporate Accountants, 
in a Memorandum submitted on 4 July 1952 to the Royal Com- 
mission on the Taxation of Profits and Income (Minutes of 
Evidence, HMSO, p. 307). 


+ Гога Piercy, “The Macmillan Gap and the Shortage of 
Risk Capital ”, Journal of the Royal Statistical Society, Series A, 
Part I, 1955, p. 5. Lord Piercy is largely concerned with a com- 
parison of the current with the pre-war situation. But there is 
little reason for supposing that before the war industrial invest- 


It is difficult to assess the significance of general 
statements about the supply of risk capital. A typical 
case is that of Sweden. The large enterprises had 
hardly any difficulty in finding buyers for their shares. 
But certain categories have had difficulties in securing 
external finance by issuing shares, especially when 
the amounts involved were large, the explanation 
lying partly in the short supply of venture capital 
provided by private “passive ’’ capitalists, and partly 
in the traditional investment policies of the great 
institutions.® 

The relative inferiority of the position of all firms 
other than the leading ones becomes even more marked 
at a time of credit restriction, the incidence of which 
—for this as well as for other reasons—is therefore 
highly uneven. In Denmark the effect of recent mone- 
tary restrictions has been described as “the dis- 
integration of the money market and of the capital 
market ’’ .66 For the United Kingdom, a comparison 
of how the yields of different types of shares had moved 
between July 1955, when share prices reached a peak, 
and the end of November 1955, when the credit 
squeeze had had time to make itself felt, shows that 
yields had increased least for market leaders, that the 
pattern was irregular for speculative favourites, and 
that yields had increased quite substantially for the 
shares outside the market-leader class.®” 


The favoured position in the capital market of a 
relatively small number of large companies is the result 
of the placement policy both of private individuals and 
of institutions. In the case of private individuals it is 
largely the result of ignorance of other placement 
opportunities, as well as of more objective factors. In 
the case of institutions it results from the importance 
of liquidity, the lack of which for the securities of the 
smaller and less-well-known companies is itself one 
of the symptoms of shortage of risk capital. The result 
of this concentration of placement policy is that some- 
times it is claimed that there is an actual “ shortage ”’ 
of shares. In so far as the shortage is confined to the 
market leaders, it is not inconsistent with a shortage 
of risk capital.®* It means that the yields on the market 
leaders are unduly low compared with those on other 


ment in the United Kingdom was following a satisfactory path. 
Also Lord Piercy does not present any actual comparison of 
the pre-war and current gaps between the yield on government 
securities and earnings yields on shares, as opposed to dividend 
yields, although he admits the importance of earnings yields. 


85 Е. Dahmén, ор. cit. 


°° J. H. Gelting, “Те probléme de la balance des payements 
du Danemark ”, Bulletin bimestriel, Société belge d’études et 
d’expansion, August-October 1955, p. 718. 


7 The Economist, 3 December 1955, р. 871. 


88 As is pointed out by Margaret Rix, “ Not Enough Equities ?”, 
The Director, June 1955. 
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shares. This, apart from the distortion to the pattern 
of investment, is serious in regard to thrift. Potential 
saving which is deterred by the fear of rising prices 
might be attracted into the real values represented 
by industrial shares, provided that the yields offered 
by the shares which the ordinary small investor is 
likely to know about were closer—due allowance 
being made for differences of risk—to the general 
level of yields. 


The level of share prices 


It is implicit in what has so far been said that one 
of the ways—but only one of the ways—in which a 
shortage of risk capital shows itself is in the level of 
share prices being unduly low compared with those 
of risk-free fixed-interest securities. The rise in share 
prices of the past two years or so is often spoken of 
as a boom. It is perhaps better conceived of as a 
readjustment.®® The need for readjustment has to be 
accepted, despite the political and economic objections 
to a sharp rise in stock-exchange values, including the 
effect—largely a once-and-for-all effect—on the con- 
sumption of those who benefit from capital gains. 
Chart 7 shows for a number of countries the move- 
ment from 1951 onwards of share prices and of divi- 
dend yields on shares and of yields on industrial and 
government bonds. For Switzerland, Norway and 
Denmark, only share prices and yields on government 
bonds, and for Austria and Finland, only share prices 
are available. These charts have to be interpreted with 
a great deal of caution. In the first place, they present 
an average of different types of securities and, further- 
more, the selection of shares is usually a fairly small 
one, confined to the leading shares, a strong bias 
being thus introduced. The data give no indication 
of the average for share prices and yields for companies 
as a whole—still less of what the result would be if 
all companies tried to raise capital through the issue 
of shares. In addition, for some countries, notably 
Belgium, France and western Germany, the yields on 
bonds and shares are not comparable, as personal 
income from shares is taxed more heavily than that 
derived from bonds. Despite these limitations, the 


в A comparison of share prices and wholesale prices on the 
basis of an average for 1934-38 shows that even in June 1955, 
after a certain adjustment had already taken place, the former 
still lagged behind the latter for most countries. This discre- 
pancy was particularly sharp for Denmark, F inland, the Nether- 
lands and Italy. Share prices had by then just caught up with 
wholesale prices in Sweden and Switzerland, and in France the 
former have left the latter far behind. Mr. Nicholas Kaldor 
points out that, for the United Kingdom at least, “it is well 
known that, even after the recent rise in share prices, the market 
values of the majority of the shares quoted on the Stock Exchange 
are well below the current values of underlying assets” (op. 


cit., p. 164). 


chart reveal certain major features: it was in the 
course of 1953 that share prices in most countries 
started an upward movement. The rise was parti- 
cularly steep in France, Italy, Finland and Austria, 
it remained moderate in Switzerland, Belgium and the 
Netherlands, and there was hardly any change in 
Denmark. 


The rise in share prices is to be associated in part 
with the revival of easier credit conditions which took 
place in most countries in the course of the years 1951 
to 1953. In fact, a reflection of easier credit on the 
course of bond prices is marked only for the United 
Kingdom and in somewhat lesser degree for France 
and Belgium, but bond prices are not the only link 
between credit conditions and share prices. The share 
movement has, however, been much stronger than the 
minor changes in credit conditions could account for 
and it persisted beyond the reversal of credit policy 
which took place in certain countries in 1954, and 
early 1955, though latterly the movement has been 
subject to hesitation and setbacks. 


The major factor has been the improvement in 
business activity and profits, and the expectation that 
high profits and rising levels. of activity would be 
maintained. Another general reason for the rise in 
share prices is that low dividend distributions in the 
past and the consequent ploughing back of a large 
proportion of profits have added to the real value of 
shares. Expectations of higher dividend distributions 
have already been generously realized ”° and this realiza- 
tion has strengthened the belief in the prospects for 
further increases, which in many cases have been 
promoted by reduction of corporate taxation. In 
several countries, including western Germany and the 
Netherlands, the influx of foreign funds, the placement 
of part of which was in shares, also helped to raise 
their prices. 


The dividend yields shown in the charts are of 
course based on the most recent dividends actually 
paid at the relevant dates. The rise in share prices 
outpaced the rise in actual dividends and dividend 
yields fell. The spread between yields on shares and 
on bonds was narrowed. In France, Belgium and 


7° Relating the indices of share prices and the dividend yields 


shown in the chart, average increases in dividend rates between 
June 1950 and June 1955 on the selection of shares used as a 
basis amounted to about 35 per cent for the United Kingdom 
and the Netherlands, about 50 per cent for Belgium and Sweden, 
and about 100 per cent for France and Italy. In western Ger- 
many, average nominal dividend rates for a sample of 936 
companies rose from 4.8 to 5.7 per cent between 1953 and 
1954; the number of companies in the group paying 8 per cent 
increased from 122 to 156 and this group now contains the 
largest number, and the number of companies not paying any 
dividend at all was considerably reduced (see Wirtschaft und 
Statistik, August 1955). 


CHART 7 


Security yields and share prices in selected western European countries 


Yields in percentages — Index numbers of share prices, 1950= 100 


DEN 
BELGIUM ЕЕ т 1952 1953 1954 1955 
1951 _ 1952 1953 


1951 1952 1953 1954 1955 
1951 1952 1953 1954 1955 


Government bond yield. 
Suurces : See Appendix С. Ея Industrial bond yield. 
4A 5 per cent Mortgage bond yield is shown in place of a 


government bond yield. ----- Share yleld and share price. 
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Italy a large negative gap developed, yields on shares 
falling below those on both government and industrial 
bonds, the phenomenon in the case of France and 
Belgium occurring despite the heavier incidence of 
personal taxation on incomes from shares. The nar- 
rowing of the gap, and its reversal in these three 
instances, suggests that the shortage of risk capital 
was becoming far less acute, if it had not actually 
disappeared, at least so far as its manifestations are 
_concerned. While there is strength in this view, it has 
to be recalled that it is the expectation of the returns 
on a share, and not only actual dividends paid, which 
plays some part in determining its price and that the 
period in question was one in which, for the various 
reasons indicated, the expectations of further improve- 
ment were strong. Secondly, the fear of a further 
rise in the general level of prices certainly played a 
part, particularly in such countries as France and 
Italy, in inclining some owners of wealth towards 
shares as opposed to fixed-interest securities. In so 
far as these expectations and fears are shared by the 
managements of the companies concerned, excep- 
tionally low dividend yields in which they are reflected 
do not serve as an inducement to the managements 
to embark on investment projects to be financed by 
the issue of shares. For even though the share prices 
look favourable, they are not really favourable in 
relation to possibilities of future earnings, or inci- 
dentally to prospective prices at future dates of the 
shares themselves. Finally, it must always be remem- 
bered that the price movements and yields shown in 
the chart cover only a small section of productive 
enterprise. 


Apart from these special considerations, the rise in 
the prices of shares, accompanied by a fall in yields, 
can be expected to show itself in a greater readiness 
to issue shares. The response is subject to a time-lag, 
but such figures for 1955 as it has been possible to 
include in Table 52 show a big increase in issues of 
shares, and indications from other countries bear this 
out, though an important effect must also be attributed 
to the tightening of bank credit and the associated 
rise in yields on fixed-interest securities which started 
in some couniries towards the end of 1954. 


The effect of taxation of corporate profits in dis- 
couraging investment financed by the issue of shares 
has already been noted. A more particular kind of 
discouragement is exerted in certain individual cases 
—particularly, it appears, in France and Italy—by the 
fear of loss of control or of the creation of a situation 
in which some rival interest could, by buying shares 
heavily, secure control. Such fears are, however, less 
~ acute when the shares are quoted at reasonable prices 
- than when they are unduly low. The issue of shares 


with less than full voting rights, or without voting 
rights, would provide a solution, but the issue of 
non-voting shares is prohibited by law in many coun- 
tries—for example in France, Sweden, Belgium and 
Italy. In western Germany there are no legal restric- 
tions, but there are adverse fiscal considerations. In 
Norway, non-voting shares are unpopular with buyers, 
but in the United Kingdom, where the device is 
widely practised, the difference between the prices of 
voting and non-voting shares is usually very small.” 


The future role of the capital market 


Sufficient has been said to indicate the potential 
importance for the future of the role played by new 
issues in financing industrial development. One limi- 
tation on this role is the actual extent to which indus- 
trial production is undertaken by companies whose 
shares are quoted, or at least effectively quoted, on a 
stock exchange. This limitation is largely a matter 
of the development of market technique, of under- 
standing of the stock exchange and of knowledge of 
individual companies. It is bound up with the short- 
age of risk capital: there is little point in extending 
the range of quotations if the effect is merely to add 
to the number of shares which enjoy a purely nominal 
quotation. 


It can be said broadly that, not only in absolute 
terms but also as a proportion of industrial produc- 
tion, the extent of production which is associated 
with effective stock exchange quotations is least in the 
countries which are industrially least developed. It is 
in these countries that the financial obstacles to invest- 
ment are particularly great. So far as it is a matter 
of the spread of understanding and knowledge, the 
line of progress is obvious. So far as the defects of 
the capital market in such countries are associated 
with the relatively low level of income and wealth 
and of the supply of risk capital, progress is more 
difficult—particularly in countries like Greece and 
Turkey, if nothing can be done to curb the competition 
offered, as means of holding wealth, by the ownership 
of luxury buildings, gold and speculative stocks of 
commodities. And so far as the defects of the capital 
market arise from the low average size of firms, 
progress is also more difficult. In such countries 
improvements in the capital market will assist deve- 


71 The Secretary of the Chartered Institute of Secretaries stated 


in a letter to The Times on 29 October 1955 that “the issue of 
ordinary shares without voting rights or with restricted voting 
rights is one which has already received consideration by the 
Council of the Chartered Institute, which sees in this practice 
not only a tendency to contravene the commonly accepted 
doctrine that the equity shareholder shall have a voice in the 
management of the company, but also certain inherent dangers 
to the uninformed investor.” 
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lopment not only by facilitating directly the finance of 
investment but also by encouraging thrift, thus stimu- 
lating capital development on the physical as well as 
on the financial side. 


Success in the fulfilment of the development pro- 
grammes for the southern European countries must 
depend in part on improvements in financial facilities. 
A considerable part of the programmes would in any 
case, by their nature, be carried out by public author- 
ities. But unless the field of public enterprise is deli- 
berately widened—as it already tends to be in these 
countries, especially perhaps in Turkey—so as to 
make good the shortcomings of private enterprise, 
the provision of finance will have to be improved. At 
present in Italy only about 216 shares are quoted 
on the stock exchanges, and of these over one-half 
are not actually dealt in. In connexion with the 
Italian Ten-year Development Programme it has been 
stated by a committee of the OEEC that “ the success 
of the Plan may depend largely on an improvement 
in the general efficiency of the capital market, so that 
it is made easier for an expanding concern to have 
access to capital.” 7? In Turkey the view taken in 
1952 was that “ while the Turkish Government hopes 
to encourage private investment in production, it is 
mainly counting on the budget and on foreign capital 
—both public and private—for raising the necessary 
investment funds” 73—ап4 there is no reason to sup- 
pose that there has been any very great change since 
that time. 


In some countries the war was responsible for 
considerable disruption of the capital market. In 
western Germany strenuous efforts have been made to 
bring about a restoration. In Austria, where industry 
now plays a much bigger part than before, something 
more than restoration is needed and it is felt that 
“more positive action by the Government to facilitate 
the floating of new ordinary shares is highly desirable 
in the interest of the maintenance of expansion and 
an appropriate pattern of investment.” 4 At the end 
of 1954 only 28 per cent in terms of nominal value of 
all Austrian shares were quoted on the stock exchange, 
and of these, 40 per cent were shares of nationalized 
enterprises or of enterprises administered by the 
Soviet occupation authority (the latter shares having 
now been exchanged for fixed-interest securities).”° 


7° In a Report adopted by the OEEC Council on 10 June 1955. 
(Press releases A(55) 25 and 26.) 


”8 Fourth Annual Report of the OEEC, December 1952, р. 328, 


“Economic Conditions in Austria and Switzerland, OEEC, 
1955, p. 14 (Seventh Annual Report of the OEEC, 1956). 


75 Unpublished report on Austria by Е. John for the EPA 
Project. 


The competition of public authorities 


Public authorities have, in most western European 
countries, claimed a large, although sometimes 
declining, proportion of capital market funds, mainly 
for the purpose of financing housing, transport and 
basic industries. Tables 53, 54 and 55 show that the 
ratio of securities issued by the public sector to total 
securities sold on the capital market has been around 
60 per cent for France and 70 per cent for western 


TABLE 53 
France : New issues of securities 


Billions of francs 


First half 
1953 1954 of 1955 
Publicsbonds#s весе 43 110 95 


Bonds of State-controlled finan- 

ClalsinstitutionSen о о omens 50 82 31 
Bonds of nationalized trusts. . =| 136 о 196 | 31 | 88 
Private industrial bonds . . . | 24 44 


Financial shares (banking, insur- 


асе coe cate 15 | 14 
Industrial shares of public com- 

Pariies! а tos Aas eee 45( 72 6g( 93 xy a4 
Shares of private companies . | 12 11 


Sources: 1953 and 1954: Rapport du Conseil national du crédit, 1954, 
1955; 1955: Compte rendu du Conseil national du crédit, published in Sta- 
tistiques et études financiéres, November 1955. 


TABLE 54 
Western Germany : New issues of securities 
Millions of DM 


1950 1951 1952 1953 1954 


Mortgage bonds . 210.7 468.0 628.1 1043.4 2238.8 
Communal bonds2 99.2 158.9 161.3 429.4 1001.4 
Loans of public 
authorities? . . 217.1 56.9 418.2 786.5 405.2 
Bonds of special 
credit institu- 
tions 4 we een. 96.3 19S 5 219:8e258.4 182591 
Industrial bonds а 53.2, 61.7 130.3 396.2 791.5 
Shares sage 51.2 164.71 259.3 268.7 453.0 
TOTAL 727.1 912.1 1817.0 3 182.6 5159.0 


i 


Source: Annual Report of the Bank deutscher Lander, 1954, Frankfurt. 
а See Appendix С. 
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TABLE 55 


Italy : New issues of securities 
Billions of lire 


1950 1951 1952 1953 1954 


State and local admi- 


nistrations ee ee 195-6303 19258 #2115 
Specialized institutions | 72.1 55.2 127.9 139.2 127.7 


IRI@ . Неа — — 55.611 121.3 5 927.9 

Companies: Shares . 65.5 81.4 107.0 191.6 147.3 

Bonds . ЭТ 68 15.1 exp) 6.0 

ПОТА seuss 360.8 258.2 435.9 557.6 520.4 
Source : Assemblea Generale Ordinaria dei Partecipanti — Anno 1954, 


Banca d'Italia, 1955. 
& Institute of Industrial Reconstruction. 


Germany, and between 1950 and 1954 has declined 
quite steeply from 53 to 41 per cent for Italy. 


There has been much criticism that the alleged 
monopolization of the capital market by the public 
sector has postponed its restoration to the normal 
function of supplying investment funds and, in parti- 
cular, risk capital to private industry. Discussions of 
this question are apt to involve some confusion. The 
real issue is whether the physical claim on resources 
by the public sector has been excessive or not. An 
answer to this question must, of course, vary from 
case to case depending on the degree of over-all 


pressure on resources and in some countries on the 
level of economic development reached. It is clear 
that in under-developed countries, where the basic 
condition for a stimulation of private industrial 
investment is the creation of the necessary infra- 
structure, the role of the public sector is a vital one. 


From the side of the capital market, the question 
arises whether public investment is favoured because 
of the relative ease with which it can make issues. 
That this has been so emerges from what has already 
been said about the preference of individual and 
institutional investors for risk-free fixed-interest secur- 
ities. In addition, public issues have in some countries 
received an extra stimulus through the granting of 
special fiscal privileges. This, for instance, has been 
the case in western Germany, where the First Law 
for the Promotion of the Capital Market introduced 
in December 1952 provided for partial or complete 
tax exemption on interest derived from certain types 
of securities, such as mortgage bonds for social 
housing and communal bonds. The title of the law 
is rather paradoxical. It amounted, in fact, to a 
disguised subsidy on certain preferred types of invest- 
ment. It was only when the law expired at the end of 
1954, and industrial investment was put on an equal 
footing with preferred investment as far as taxation 
was concerned, that long-term interest rates on the 
capital market were brought down and issues for the 
finance of industry, particularly of shares, increased 
sharply. 


4. THE BANKS 


The role played by bank credit in the financing of 
industrial investment varies a great deal from country 
to country. There are differences in institutional 
arrangements, such as restrictions on the types of 
assets which banks are permitted—or required—to 
hold. Thus, in Sweden, Norway and Belgium banks 
are not allowed to hold industrial securities, except 
temporarily and then only if they had to be taken over 
either in connexion with defaults on bank loans or to 
facilitate new issues. In western Germany, on the 
other hand, industrial fixed-interest securities are held 
in bank portfolios to quite a considerable extent. The 
principal variation between countries arises from 
well-known differences in tradition and convention. 
These have their origin partly in historical causes, 
partly in differences of national temperament, and 
partly in differences of the state of economic develop- 
ment. At one extreme is the United Kingdom, where 
insistence on a strict separation of the functions of 
banking and of industry matches a tradition, which 


has perhaps become stronger in the course of time, 
that the normal function of a bank is to provide 
finance in a manner which does not involve any 
heavy risk, the general principle being that loans are 
adequately covered by working capital or by specific 
collateral. In Belgium and Italy, the bank reform 
which followed the depression of the 1930’s involved 
the prohibition of long-term credits by commercial 
banks. This, together with the conservative policy 
followed by the banks, has led to the establishment of 
the specialized institutions, which in some measure 
duplicate the organization of the banks. 

From Tables 45, 47 and 48 it can be seen what part 
bank advances have played in providing finance for 
industrial investment during the past few years in a 
number of countries. It is in accordance with a 
tradition of unusually active participation in industry 
that in western Germany the part played by bank 
advances has been greater than elsewhere, and has 
been far more important than that of the capital 
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market. For the United Kingdom separate figures are 
not available” but it is consistent with the opposite 
tradition, which there prevails, that for the 100 largest 
companies which are the subject of inquiry by the 
National Institute of Economic and Social Research 
bank advances have played a minor part compared 
with new issues. This has also been the position for 
Belgium. In Italy, on the other hand, even if the 
specialized institutions are omitted, expansion of bank 
advances has in the past few years been quantitatively 
much more. important than funds from the capital 
market. It has continued in France to play an impor- 
tant part even after the revival of the capital market, 
and in Austria it has in recent years offset the decline 
in ERP credits. 


It has to be borne in mind that the figures in question 
are net of repayments. The total amount of new bank 
advances granted to industrial firms during a year” 
will considerably exceed, by the amount of repayments, 
the net figures shown in the table. For some purposes 
the gross figure would give a better indication of the 
part played by the banking system in promoting 
economic development than the net figure.’® 


In many ways an expansion of bank credit provides 
the simplest method of supporting a rapid growth of 
investment. No special machinery needs to be set up 
and the necessary relationship with individual enter- 
prises already exists. There is, however, much pre- 
judice against the granting of bank credits for the 
purpose of long-term investment. The banks them- 
selves often show reluctance, partly because of a 
conventional desire to conform to certain established 
principles and partly because of a real fear of the 
possibility of a liquidity crisis. What is more im- 
portant is the reluctance on the part of the authorities 
to facilitate or encourage a rapid expansion of bank 
credit. One important reason why, despite these 
inhibitions, bank credits to industry have expanded 
so much in the past few years is that personal savings 
have to such a large extent accumulated in the form 
of fixed-term deposits and savings accounts.”? Both 
the banks themselves and the authorities have felt that 


76 But the whole item “borrowing and capital transfers” in 
Table 46 is small. 


77 This is not a completely unambiguous concept. The best, 
and perhaps the only possible, measure is the aggregate increase 
of outstanding advances in the course of the year for all those 
firms for which advances at the end of the year exceeded advances 
at the beginning of the year. 


78 И, to take a purely imaginary instance, there was no net 
expansion of bank credit in a particular year, it would not mean 
that the banks had not played an important part in helping 
certain firms through a period of heavy investment by means 
of temporary credits which could later on be paid off from the 
proceeds of an issue of securities and from undistributed profits. 


79 See Chapter 2, Section 4. 


expansion was safe if it was balanced by additional 
savings-deposits. It has been very fortunate that 
matters have developed in this way. It seems worth 
while inquiring what would have happened had the 
savings deposits of individuals not been built up so 
rapidly, with the result that the expansion of bank 
credit would have proceeded more slowly. The 
answer to the question depends on whether or not the 
policy of the banks would in such circumstances have 
been rational, in the sense of being sufficiently ex- 
pansionist to secure full employment of resources 
without at the same time incurring the danger of 
undue pressure on them. 


The most probable outcome would have been, as 
a result of difficulties of finance, a more modest 
course for industrial investment, with consequent 
waste of economic resources. This implies an irra- 
tional banking policy showing itself in undue reluct- 
ance to expand credit except when expansion appears 
to be justified by the argument that savings deposits 
are rising pari passu. 

If, on the other hand, despite a possible application 
of savings to the purchase of stock-exchange securities 
rather than to the building up of bank deposits, the 
total of industrial investment had remained the same, 
the question arises whether the pattern of investment 
when largely financed by new issues of securities is or 
is not preferable to the one largely financed by the 
banks. On the one hand, it can be argued that the 
capital market, particularly an imperfect one, tends 
to favour the established companies and that for this 
reason the alternative of liberal dissemination of 
bank credit may have the advantage that finance is 
more widely and perhaps more fruitfully distributed. 
This view is not, however, readily accepted, although 
at times of credit restriction considerable reliance is 
placed on the infallibility of the banking system in 
curtailing investment in the right places. Banking 
conventions and methods do not necessarily lend 
themselves, even if the general policy is adequately 
expansionist, to securing a well-balanced pattern of 
investment. Perhaps the matter is best summed up in 
the words of the Danish Finance Minister: “ Experi- 
encé\shows that with regard both to the lending of 
commercial and savings banks and to issues of shares 
the older-established enterprises have priority.’’ 80 


In any case it must not be supposed that a banking 
system, operated on rational principles and reasonably 
ready to finance industrial development, is a substitute 
for a well-organized capital market at a time of full 
employment of resources. Both have their parts to 
play. Undue reliance on the banking system for 


8 У. Kampmann, ор. cit. 
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external finance would mean such a rapid expansion 
of bank credit, for the purposes of covering the needs 
of industrial investment, that, as a result of a too-rapid 
fall in rates of interest, other forms of investment 
would be stimulated and it would require severe 
physical controls to keep them in check, as has 
already been indicated. Also, within the industrial 
sector itself there would be an undue tendency towards 
the less risky forms of investment. 

In some countries reluctance to rely on the banks 
as the main source of finance arises from definite 
lack of confidence in the wisdom of the decisions 
made by the banks themselves. It is thought that an 


expansionist banking policy is likely to result in 
wasteful forms of investment, including “ investment ”’ 
in durable consumer goods. The question is whether 
there is a feasible alternative in the shape of better 
forms of investment, or whether the alternative is 
failure to make adequate use of available resources. 
In a country like Greece the alternative to the 
banking system is not at present in any practical 
sense the capital market. A fairly tight credit policy 
is, however, sometimes justified as a means of keep- 
ing physical resources available for specific projects 
sponsored by public authorities and financed from 
public sources. 


5. SMALL FIRMS AND SPECIALIZED INSTITUTIONS 


The extent to which newly established firms, and 
small firms generally, can secure financial help as a 
result of the existence of an organized capital market 
is at best limited. The smaller companies, even if well 
established, will not enjoy quotations for their shares, 
and in any case a company usually has to be able to 
present a record of profits going back for some years 
before it can secure a quotation. Furthermore, the 
expenses are relatively very high for a small new 
issue of securities.*4 


All this is particularly serious for countries like 
France, Norway, and those of southern Europe in 
which enterprises tend as a general rule to be small in 
size. Many such enterprises rely for expansion on 


funds put at their disposal by individual owners of 


wealth by means of personal loans or by other direct 
means. The importance of this source of finance varies 
greatly according to the state of economic develop- 
ment. It is often emphasized that changes in the 
distribution of income, associated with high taxation 
of the rich, have dried up this source to a serious 
extent. For example, the British Bankers’ Association, 
as part of their case for a modification of the weight 
and incidence of taxation, have stated: “ It is difficult 
to exaggerate the debt owed by British industry and 
national prosperity to the enterprise, initiative and 
vigour of individuals who from small beginnings have 
built up great commercial and industrial concerns— 
men of the type of Jesse Boot, Thomas Lipton and 
William Morris.’ ® It is far from easy to assess the 


81 Figures are given for the United Kingdom by Dr. К. Е. 
Henderson, and indicate that they may amount to as much as 
24 per cent of the total sum involved (The New Issue Market 
and the Finance of Industry, Cambridge, 1951, p. 121). 

82 In a Memorandum submitted to the Royal Commission on 
the Taxation of Profits and Income (Minutes of Evidence, 
HMSO, 22 November 1951, p. 134). 


quantitative implications of illustrations of this kind 
even for a single country, still less for western European 
countries in general. 


The difficulties facing the small and new firms 
provide the main reason why in most countries 
specialized institutions have been set up. In Italy, 
however, the large and complex network of specialized 
institutions which has grown up gradually is intended 
to fulfil a much wider function. Apart from the 
problems specific to small and new firms they are to 
deal with the long-term financing of industry in 
general and with the financing of regional develop- 
ment in the south. For under-developed countries or 
regions, specialized institutions have an important 
role to play as the only alternative to the State itself 
directly entering the field normally reserved in these 
countries to private enterprise. In Greece the Office 
for the Financing of Economic Development, which 
was established in 1954, now provides the channel in 
which United States aid is converted into long-term 
loans to industry. In Turkey the Industrial Develop- 
ment Bank, set up with the help of loans from the 
International Bank for Reconstruction and Develop- 
ment for the purpose of assisting the development of 
private industry, has performed a useful function. It 
has not only granted investment loans amounting, 
until the end of 1954, to T£ 133 million, but has also 
supplied technical and financial advice to the 
borrowers. 


Usually the funds of specialized institutions are 
supplied partly by budgetary allocations and partly 
by the issue of bonds to the public. In the United 
Kingdom the Industrial and Commercial Finance 
Corporation Ltd., known as the ICFC, set up in 1945 
to supply finance to smaller and medium-sized firms, 
does not raise funds on the capital market but is 
entirely financed by the banks, which hold shares in it. 
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In Italy also, banks participate in supplying funds to 
some of the institutions, while Mediobanca, which 
was created by the three big commercial banks, uses 
fixed-term deposits held by the public as its principal 
source of funds. 


The finance provided by an institution usually takes 
the form of loans, often against first-class mortgage. 
But “ in an appreciable number of instances the ICFC 
takes some form of participation in profits, but only 
rarely is the finance provided wholly by taking up 
ordinary shares ’’, and it “never seeks voting con- 
trots 


On the whole, the operations of specialized institu- 
tions have been very restricted in scope. In Sweden 
the AB Industrikredit has loans outstanding for an 
amount of only about Kr. 50 million. Over the period 
1952 to 1954 the loans made to industry by the Nor- 
wegian Bank of Industry averaged Kr. 184 million a 
year. The ICFC has resources of only £45 million, 
and at the end of the first eight-and-a-half years 
since its establishment only about £28 million were 
outstanding after deduction of repayments and losses. 


83 J, H. В. Tew, “The I.C.F.C. Revisited”, Economica, August 
1955, pp. 231-2. 


Four major factors explain the limited role which 
institutions have been able to play in providing finance 
in their particular sphere of activity. In the first place, 
the amounts which they have at their disposal for 
lending operations are often limited. Secondly, the 
finance provided usually involves taking prior charges 
or holding bonds, and risk capital still has to be found 
from elsewhere. Thirdly, the institutions tend to be 
very cautious in the selection of their clients, and to 
set rather severe standards for the guarantees which 
they require, either in tangible or in other form. The 
complaint has been made that in southern Italy, for 
instance, a problem has arisen over enterprises which, 
having succeeded in securing medium-term loans from 
specialized institutions to help them with fixed invest- 
ment, had no collateral left with which to obtain 
short-term credit for working capital from the banks.™ 
In the fourth place, there is in some instances what has 
been described, in the case of the ICFC, as an “on 
the whole excessively scrupulous ’’ care to avoid com- 
petition with other institutions providing long-term 
finance.® 


84S. Vacca, “I problemi del finanziamento industriale discussi 
al convegno del CEPES ”, Mondo Econemico, 29 October 1955. 


$27. В. Тех, ор. ©; р: 222. 


6. METHODS OF STRENGTHENING THE MARKET FOR SHARES 


The main conclusion, so far as practice is concerned, 
which seems to emerge from the chapter is that, 
despite all its vagaries and inconsistencies, the stock 
exchange has an important part to play in the eco- 
nomic life of a capitalist country and that, as a matter 
of technique, of machinery and of education, improve- 
ments in its functioning should be pressed forward. 
In particular, it is desirable to extend the range of 
shares which receive a quotation. 


There are occasions on which a rapid rise in share 
prices should legitimately cause concern, either because 
of the fear of subsequent reaction or because of the 
fear of unduly strong stimulus to investment and of 
a rapid, though temporary, rise in personal consump- 
tion undér the encouragement of capital gains. But 
in general share prices have to be accepted as playing 
an important part in the mechanism of the system of 
private enterprise. 


All this is bound up with the desirability of encour- 
aging a greater readiness to hold shares—subject to 
the risks involved considered on a reasonably objec- 
tive basis—as opposed to less risky and risk-free 
fixed-interest securities and to various forms of pro- 
perty and speculative stocks of commodities. Any 
success in this direction is likely to show itself also in 


a smaller desire to hold wealth in the form of bank 
deposits but, as explained earlier,** this need not neces- 
sarily be regarded as an end in itself. 


Investment trusts provide an obvious means of 
enabling those whose wealth is limited to take a 
greater interest in shares, part of the problem being 
the manner in which personal savings are applied.8? 
In this way risks can be widely spread and the problem 
of management delegated to experts. Why shares in 
investment trusts are not more popular—as shown by 
the relationship of their prices to break-up values— 
is rather mysterious. But certainly their exploitation, 
and when necessary their establishment and expan- 
sion, should form part of any programme designed to 
interest the small man, and personal owners of wealth 
in general, in this method of holding real values at 
two stages removed. Shares in an investment trust 


86 Section 4. 


87 In the course of a lecture delivered before the Danish Eco- 
nomic Association Mr. Kampmann advocated “ having more 
saving in the form of shares—such as we see in the United 
States, where the buyers of shares are largely found among 
the mass of the population” (Information, 9 December 1955). 
In Belgium the Comité national pour le développement de 
l’épargne mobiliére is much concerned with popularizing shares 
as an outlet for savings. 


— 13 — 


might also appeal to companies аз a method, through 
an intermediary, of holding part of their liquid assets 
in a more remunerative and socially useful form, 
though certainly in a far less liquid form. The most 
practicable conclusion, however, which emerges so 
far as this part of the question is concerned is the 
desirability of relaxing legal restrictions, where they 
exist, on the placement policy of institutions, and in 
generally encouraging a new and more lively tradition, 
though here again the simple fact cannot be ignored 
that the liabilities of insurance companies are largely 
fixed in terms of money, and that therefore the main- 
tenance at all dates of the money value of their assets 
will always remain an important consideration. 
What is being considered so far is no more than 
improvement or modification of existing practices. 
There is one possible departure of principle which at 
least demands consideration. The financing of an 
investment trust necessitates the issue of a fairly high 
proportion of its capital in the form of shares, so as 
to preserve the capital structure and keep down the 
risks involved for the holders of its prior charges. 
While the existence of investment trusts serves to 
attract wealth into risk-bearing form, it does not, 


apart from that, do much more than serve as an inter- 
mediary for the taking of risks and spreading them. 
It is arguable that what is needed, in addition to 
everything else, at least in those countries in which 
the financial obstacles are really serious, is a public 
or semi-public corporation, financed by the State or 
by the issue of State-guaranteed fixed-interest secur- 
ities, which would hold shares on a large scale and 
be prepared on occasion to acquire a large block of a 
particular share, though not necessarily for long-term 
retention. It might also assist the financing of enter- 
prise in other ways, but it is important not to confuse 
the functions of such a national investment corpora- 
tion with those of specialized institutions, which, as 
has been indicated, are no doubt in need of expansion 
and activation in many cases. If the idea of a national 
investment corporation, established purely with the 
object of transforming funds which eschew risk into 
risk capital, is to be at all acceptable, it must be 
made clear at the outset that it is not intended as a 
means of securing control over any part of private 
enterprise. Where this is the object, it is better dealt 
with by separate public corporations, as indeed exist 
already in many western European countries. 


=a 


Chapter 5 


LABOUR MARKET PROBLEMS IN WESTERN EUROPE 


1. INTRODUCTION 


Since the post-war period is often broadly and 
loosely referred to as one of “ full employment ”, it is 
perhaps not unnecessary to mention that this descrip- 
tion applies, strictly speaking, only to the United 
Kingdom, Norway, Sweden and Switzerland. In 
these four countries the percentages of unemployment 
have remained, throughout the post-war years, at 
levels below those which had previously been regarded 
as possible or, in some cases, even desirable (see 
Table 56). The same would be true of the Netherlands 
and Finland were it not for short periods of unemploy- 
ment, notably during the setback following the Korean 
boom. France is a more doubtful case. Registered 
unemployment has been low most of the time but 
unemployment statistics are not very complete. 


The most important change in the employment 
situation during the recent upswing was that the 
numbers of unemployed in western Germany and 
Austria fell, in the summer season, to levels which are 
generally regarded as consistent with the concept of 
full employment, although the figures continue to be 
somewhat higher than in the group of countries 
mentioned above. 

Thus, apart from the special case of Italy and 
elsewhere in southern Europe, Denmark and Belgium 
appear as the remaining countries where unemploy- 
ment, in over-all terms, continues to be a serious 
problem. It must be noted that the Danish and 
Belgian unemployment statistics have a particularly 
full coverage, and the figures in Table 56 therefore 


TABLE 56 


Employment in industry and unemployment in non-agricultural activities 


Employment in industry 


Country 


Percentage increase over previous year 


Average annual level of unemployment 
in non-agricultural activities 


Percentages of wage and salary earners 


1949 1950 1951 1952 


1953 1954 1949) 1950. 1951 1952541953 1052 
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Sources and methods : See Appendix С. 
4 Unemployment refers to unsatisfied applications for work. 
5 Employment data refer to man-hours worked. 


с Unemployment refers to applicants for work. 


d The levels of unemployment are expressed as percentages of the total 
population occupied in non-agricultural activities. 
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give a somewhat exaggerated picture of the unemploy- 
ment situation in those two countries as compared 
with the rest of western Europe. 


The further reduction of unemployment is sometimes 
regarded with suspicion, as implying a threat to the 
stability of the wage and price level.1 More seriously, 
it is often taken for granted that the present low leveis 
of unemployment set a rather narrow limit to the 
further expansion of industrial employment. 


There is much exaggeration in this view, and it is 
characteristic that complaints about acute shortages 
of manpower are particularly frequent in those 
countries—western Germany and Austria—where a 
situation resembling full employment is of recent date. 
It is not unnatural that employers, who have become 
accustomed to an abundant supply of easily available 
and fully qualified labour, should be inclined to 
characterize the situation as one of acute shortage 
as soon as it becomes necessary to draw on reserves 
of less-qualified workers or otherwise to display 
particular efforts to fill vacancies. 


It is clear enough that in the summer of 1955 most 
western European countries had very small reserves 
of labour in the form of registered unemployed, which 
were readily available at the right place and with the 
right qualifications. But it is easy to over-state the 
significance of ordinary unemployment statistics for 
measuring the possibilities of expanding industrial 
empioyment. A comparison of the figuresin Table 56 
showing annual changes in industrial employment 
with those showing the level of unemployment 
suggests that population changes, transfers among 
the major economic sectors and the drawing-in of 
hitherto inactive people must have often played a far 
more important role than changes in the numbers of 
unemployed. 


Plan of the chapter 


This chapter is devoted to a general review of some 
salient problems of labour market and manpower 
supply, especially in those countries where full or 
nearly full employment prevails. The question is in 
what sense, and to what extent, the situation described 
as full employment—by the simple criterion that the 
annual average percentage of unemployment is very 
low—really implies that there are no possibilities of 
any major increase in employment and that the avail- 
able labour force is utilized to the best advantage. 


A brief review is first given of the main changes in 
the size and composition of the working population 


1 See Chapters 1 and 3 for a further discussion of the employ- 
ment situation in western Europe in 1955. 


which are to be expected over the next fifteen years 
or so. The subsequent discussion of the supply and 
utilization of manpower falls under three main 
headings. 


The first group of problems to be dealt with concerns 
the size of the total supply of labour. In times of 
heavy and persistent unemployment it is almost 
inevitable that workers’ unions, trade associations 
and governments develop policies which are intended, 
in some way or other, to reduce open unemployment 
by keeping the supply of labour below the optimum. 
When there is full employment, and if there is no fear 
of falling back into unemployment, such restrictive 
practices become pointless and policies can be directed 
towards securing an optimum supply of labour. 
Certainly, requirements during the war, and full 
employment after the war, have profoundly changed 
the outlook in these matters in a number of countries. 
But it may still be pertinent to ask whether the supply 
of labour continues to be limited by barriers carried 
over from earlier days. These questions will be 
discussed with special reference to the age of retire- 
ment, the age of entrance into the labour market, 
and the participation of women in economic activity. 


Rationalization in those sectors which are tradi- 
tionally characterized by low productivity gives rise 
to a second group of problems concerning the supply 
of labour, the solution of which is closely connected 
with the situation in the labour market generally. 
With full employment in the industrial sector it 
becomes possible, and also necessary, to deal far more 
vigorously with these problems of overcrowding. 
Three sectors (retail trade, agriculture and the 
building industry) are singled out for a brief review 
of problems and progress made in overcoming the 
institutional obstacles which stand in the way of 
higher productivity. 

The third group of questions to consider is that of 
the mobility of manpower, or, in other words, the 
problems arising from the co-existence of local 
shortages of manpower, on the one hand, and pockets 
of unemployment, for certain categories of workers, 
in certain regions or in certain seasons, on the other. 
Under conditions of full employment it should be 
possible to tackle these questions in a more straight- 
forward manner, because: the distortions of wage 
structures and the restrictive attitudes of trade unions 
can be more easily overcome. Closely connected with 
this are the questions of professional orientation, 
both in its purely quantitative aspect of avoiding 
bottlenecks in certain skills, and in the qualitative 
aspect of arranging policies of recruitment in such a 
way that mental and physical abilities are channelled 
to the various sectors in the appropriate proportions. 
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In short, the present chapter considers policies 
related to the size, the distribution and the efficiency 
of the labour force, and the basic premise of the 
discussion is the view that the abolition of mass 
unemployment provides both the necessity and the 
opportunity for more forceful policies aiming at an 
optimum supply and utilization of labour. The 
questions of the possible disorganizing effects of full 
—or “ over-full »—employment on the labour market 
will be touched upon only occasionally. Such phe- 
nomena as excess turnover, absenteeism and ca’ canny 


played a prominent role in discussions of labour 
market policies in the first post-war period, when 
full employment was often accompanied by a very 
considerable excess demand for labour. Since then 
these manifestations of disorganization seem to have 
become far less important. A more persistent problem 
is that of the behaviour of the wage level; the last 
section of this chapter discusses the post-war experience 
of wage pressure and reviews recent contributions to 
the discussion of the need for and the possible shape 
of a “ national wages policy ”. 


2. POPULATION DEVELOPMENTS OVER THE NEXT FIFTEEN YEARS 


Forecasts of population movements for the next fif- 
teen years, up to the beginning of 1971, are of impor- 
tance for a discussion of labour market policies chiefly 
under three aspects: the prospective development of 
the process of aging of the western European popula- 


tion; the rate at which the population of working age 
is expected to increase; and—perhaps most important 
for labour market policies—the repercussions on the 
young labour force of the highly abnormal birth rates 
during and immediately after the second world war. 


TABLE 57 
Prospective changes in the size of the adult population from the beginning of 1951 to the beginning of 1971 


Average annual percentage increase 
in the population of: 


Population aged 65 and over 
as a percentage of population 
of working age 


Country Working age Age 65 
(15-64 years) and over 
1951 to 1956 to 1951 to 1956 to 

1956 1971 1956 1971 1951 1926 1971 
Netherlands а ме: 2.50 12.5 19:5 15.5 
И О ets Ре а В 10.5 11.0 12:5 
Denmarke. aay es пы 14.0 15.0 18.0 
eae И RP eure oa ee es 14.5 16.0 20.5 
Italy A ee RT a Sout 12.5 13.0 15.5 
мегаватт 14.5 15.5 20.5 
т И А ЕР 15.5 16.5 20.0 

а SUD. Sab M5 2th 17 
United Kingdom ....... 16 : г. a 5 
BG) iT ie cle eal ee 16.5 17.5 22.0 
Western Germany ..... A : 14.7 20.4 
В 13.9 14.6 
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Sources and methods: See Appendix С. 


Note. — The figures show the estimated natural movements of populati 
marked B includes the effects of actual migrations in the period 1951 + 1956. 


on with no allowance for migration. For western Germany, however, the series 


The countries have been arranged in descending order according to the expected increase in population of working age from 1956 to 1971 


— 117 — 


Table 57 and Charts 8 and 9 give a condensed picture 
of the changes that can be expected in these demo- 
graphic magnitudes. The figures are based on fore- 
casts made during recent years by the statistical offices 
of the various countries. In the majority of cases 
three separate estimates were made, reflecting an 
“ optimistic”, a “pessimistic” and a “most рго- 
bable ” estimate of fertility and mortality rates until 
1970. For the purpose of this presentation, the aim 
of which is only to bring together the main facts and 
to point to a few salient problems, the “ most pro- 
bable ” forecast was chosen in every case.? 


The continuing aging of populations 


It appears from Table 57 that the aging of popu- 
lations in western Europe (excluding the less-developed 
countries of southern Europe) is a quite general and 
continuing phenomenon. In most cases, the rate at 
which the aging of populations will continue over the 
next fifteen years, taken as an average, is even higher 
than it has been in the preceding 5-year period. The 
process is so uniform throughout north-western and 
central Europe that a meaningful average can be 
computed for the region as a whole: in 1951, the 
number of people aged 65 and over accounted for 15 
per cent of the population of working age; at the 
beginning of 1956 this had risen to some 16 per cent, 
and it can be foreseen with a high degree of probability 
that by the beginning of 1971 the percentage will have 
risen on an average to 19 and in most countries to 
as much as 20 per cent or more. 


France and the Netherlands are the only two coun- 
tries which differ somewhat from the general pattern. 
In France, the decline of the birth rate in the nine- 
teenth century had at an early stage resulted in an 
age structure in which the old ages weighed heavily 
by comparison with other European countries; but, 
beginning shortly after 1960, the recent demographic 
revival will markedly affect the number in the active 
age groups and, as a result, the relative size of the 
older age groups will by 1971 be somewhat smaller 
than in most other western European countries. In 
the Netherlands, the birth rate never fell very low, 
and it has been at a remarkably high level since 1945. 
Although the older age groups will increase somewhat 
in relation to the population of working age, the 


2 Incidentally, a different choice would not have substantially 
changed the picture, since the data here presented are concerned 
mainly with changes in the age composition of the adult popula- 
tion (aged 15 and over) up to 1971. Thus Table 57 and Chart 9 
are unaffected by the future rate of fertility which is, of course, 
the main source of error in relatively short-term population 
forecasts. For assumptions with regard to mortality, the magni- 
tude of which varies significantly from country to country, see 
Appendix C. 


Netherlands will continue, by 1971, to stand out as 
a country where the relative size of the older genera- 
tions is remarkably small by western European 
standards. 

The process of aging has, of course, its limits, and 
it is important to add that there is some reason to 
believe that the end year of the forecasts discussed 
here represents something near the maximum. The 
relative size of the old age groups will probably settle 
down at its higher level or even decline somewhat a 
few years after 1970. The process of aging, it must be 
remembered, reflects the earlier decline in fertility and 
does not—or only to a minor extent—result from a 
decline in mortality at older ages. The generations 
at present over the age of 64 were born at a time when 
annual births were still considerable, and the same 
will be true of the generations which will pass into 
the group of retired persons during the next fifteen 
years, all of them having been born well before the 
first world war. The declining trend in birth rates in 
western Europe dates roughly from the turn of the 
century and, therefore, the group of old people will 
towards 1970 begin to be affected by the smaller 
generations, while, on the other hand, the population 
of working age will increasingly consist of generations 
which were born after the upturn in birth rates in the 
latter half of the ’thirties and which have also bene- 
fited from the decline in infant mortality during recent 
decades. 

It is therefore reasonable to think that the figures 
shown in the last column of Table 57 represent some- 
thing near the maximum for the size of the older 
population relative to those of working age. There is, 
however, one qualification to add: as mentioned 
above, the aging of populations has so far been the 
effect of lower birth rates, and since the decline in 
mortality affected largely the younger age groups, it 
tended if anything to delay in its short-term effect the 
process of aging rather than to accelerate it. In many 
countries, however, not only child mortality, but also 
mortality in adults under 65, has already fallen to 
such levels that no very conspicuous further improve- 
ment is to be expected, and there is the possibility 
that future medical progress will be largely towards 


3 This follows from the fact that the decline in mortality has 
been relatively more important in younger than in older age 
groups, as can be seen below: 


Increase of life expectancy for males over the last 40 to 45 years 


At birth At the age of 60 

Number of years Percent Number of years Per cent 
Netherlands... . 18 36 2.8 19 
Francesa. egestas 15 31 1.8 13 
Great Britain .. . 16 30 1.6 12 
Sweden. ..... 15 2] 1.0 6 
Norway ..... 14 26 1.6 9 


Source: Demographic Yearbook, United Nations, New York, 


lation т 1951 


CHART 8 
Prospective movement of population by major age groups 
Persons in each age group as a percentage of total popuia: 
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longevity, such as would be the case if progress were 
made, for instance, in combating cancer or arterial 
sclerosis. In that case a further shift in the age com- 
position towards a greater proportion of older age 
groups might well result. 


Be that as it may, the further aging of the adult 
population during the coming fifteen years or so is 
an inexorable fact. It is not within the scope of this 
chapter to take up the many economic, social and 
psychological problems connected with the aging of 
populations.* Only one aspect, that of the age of 
retirement from economic activity, will be discussed. 
It is true that this is an important problem in any case, 
whether the relative size of the old-age groups be 10 
or 20 per cent of the population of working age. But 
the additional burden of transfer involved in support- 
ing the population past working age, in a period when 
the absolute total of the population of working age is 
increasing only moderately in most countries, cer- 
tainly adds to the urgency of the question of the 
appropriate age of retirement. Policies with respect 
to this question will be dealt with in a later section. 


The size of the population of working age 


In contrast to the uniformity of the process of aging 
there are rather large differences among countries in 
the rate at which the population of working age is 
expected to increase. Most striking, in this respect, is 
the difference between western Germany and France. 
The first two columns of Table 57 show that after a 
period of very rapid increase—both natural and 
through immigration—no further natural increase in 
the western German population of working age is to 
be expected over the coming 15-year period. As from 
the middle of the ’sixties, the forecasts imply even a 
marked decline (see Chart 8). France, however, after 
long years of demographic stagnation, will see its 
working population increase at a rate which is no 
longer low by western European standards. 


The western German case apart, nearly all coun- 
tries have this in common: the rate of increase in the 
population of working age over the coming fifteen 
years will be higher than it has been in the preceding 
5-year period. This, of course, reflects the abnormally 
high numbers of births during and immediately after 
the war. By far the largest increase in the active 
population is expected in the Netherlands. Indeed, 
the Netherlands, and perhaps Finland, seem to be 
the only western European countries—again leaving 
aside southern Europe—which are faced with a 


4 These topics will be discussed in the forthcoming United 
Nations publication Aging of Populations : Its Demographic, 
Social and Economic Implications. 


structural employment problem owing to demogra- 
phic developments. The countries which can expect 
a particularly low rate of increase in their active 
population are the United Kingdom, Belgium, Austria 
and, as already mentioned, western Germany. In the 
United Kingdom, though, the increase, small as it is, 
is distinctly higher than in the preceding period, which 
was one of virtually unchanged population of working 
age. 


The coming-of-age of the war generations 


The average rate of increase in the total population 
of working age is, however, a very crude measure 
with respect to the developments on the labour market. 
It is more revealing to consider the changes from year 
to year and, in particular, the changes in the number 
of young people reaching the age of entrance into 
economic activity. For obvious reasons, the flexi- 
bility of the occupational structure depends very 
largely on the “rate of turnover” of the population 
of working age. With declining fertility and mortality, 
the long-term trend has been for this rate to decline, 
and under demographic conditions such as those now 
prevailing in western Europe the new generations 
coming onto the labour market year by year correspond 
to no more than some 2 per cent of the total labour 
force.’ In this respect, the last war has, however, 
produced demographic anomalies which are bound, 
in the next few years, to have profound effects on the 
labour markets in a number of countries. 


Chart 9 shows the expected swings in the number 
of entrants to the labour markets which result from 
the very considerable change in birth rates—in most 
cases an increase—which took place during and imme- 
diately after the war. In order to facilitate the com- 
parison of both the general level and the year-to-year 
movements in the various countries, the number of 
young people reaching the age of 15 has been expressed 
as a percentage of the total population of working age 
in 1956. 

It is immediately clear that the swings to be expected 
are of quite exceptional amplitude. In the preceding 
15-year period, from 1940 to 1955, the relative size 
of the generations entering active life remained rather 
stable, at a level in most cases somewhere around 
2 per cent of the population of working age, although 
with a gently declining trend reflecting the fall of 
birth rates up to the middle of the ’thirties. The 
changes now to occur are of a quite different order of 
magnitude. 


5 In a stationary population in which the probability, at age 15, 


of reaching the age of 65 is, say, 0.70, the annual number of 
people reaching the age of 15 would be some 2.2 per cent of 
the whole population of working age. 


CHART 9 


Number of persons (both sexes) reaching the age of 15 years in each year 
from 1940 to 1970 


Percentages of total population of working age in 1956 
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Four characteristic patterns can be distinguished. 
In the United Kingdom, Sweden and Denmark, the 
period of high birth rates was limited to the war years 
and the first few years following the war. Accordingly, 
the increase in the generations coming on to the labour 
market will begin to make itself felt in 1956 or 1957 
and will continue until it reaches a peak—around 
1961—at a level no less than 50 per cent higher than 
what was usual during previous decades. From then 
on, there is a decline during the ’sixties to a level 
which, in relative terms, is only slightly higher than 
that of the years 1950 to 1955. 


Norway, Finland, Switzerland and the Netherlands 
form another group of countries with a broadly 
comparable pattern. As in the countries of the former 
group, the number of young people reaching adult age 
will increase considerably in the next few years. But 
in these countries the high birth rates of the war years 
were almost fully maintained during the years follow- 
ing the war, with the result that the generations 
reaching the age of entrance to the labour market will 
decline only slightly during the 1960’s. In the case of 
Finland, there are, in addition, the pronounced 
jumps reflecting the sharp turns in the political and 
economic situation of that country during the war 
years. 


In the Netherlands, the increase in births during the 
war was comparatively modest. This was, however, 
compensated immediately after the war in the shape 
of an extraordinarily high number of births. Con- 
sequently, a very large number of entrants is to be 
expected in 1961 and the following years. In this 
respect, the Dutch pattern is similar to that of the 
third group of countries shown in the chart: France, 
Belgium and Italy. In these countries, the war years 
were a period of relatively unchanged or, in the case 
of Italy, even slightly declining number of births. In 
all these cases, however, there was a very marked 
upward turn after the war, when a considerable 
recuperation took place. Therefore, the number of 
new entrants into the labour market will remain more 
or less constant in the next few years, and only after 
1960 will there be a marked increase. It must however 
be stressed that in Italy the post-war increase in the 
number of births was in the nature of a recuperation, 
once and for all, after the demographic depression of 
the war years, and in more recent years the long-term 
trend of declining fertility has continued. In France, 
however, the picture is that of a more persistent revival. 
The difference in the demographic situation in the 
two countries can be gauged by comparing the number 
of new entrants (as measured in the chart) in the period 
1950 to 1955 (born between 1935 and 1940) with those 
expected for the latter half of the ’sixties. 


Average annual number of persons reaching the age of 15 
as percentage of the population aged 15 to 64 


France Italy 
1950101955 Vy. Lee 2.0 27 
1965 15 1970... 2.8 2.4 


Finally, Austria and western Germany stand out 
with a pattern of their own. In these countries, too, 
the decade 1950 to 1960 is one of violent shifts in the 
gross additions to the labour force, but the trend is 
in a direction opposite to that of the other countries. 
Very high birth rates in the second half of the ’thirties 
were reflected in considerable increases in the young 
labour force during the 5-year period 1950 to 1955 
and this was an important factor making possible the 
remarkable expansion of western German employment 
in recent years.* In the next few years, however, the 
low number of births during and immediately after 
the second world war will begin to make their impact 
felt on the western German labour market. The almost 
stationary size of the population of active ages in the 
next fifteen years is the accumulated effect of the two 
world wars: relatively few children were born during 
the second war and in the years of economic paralysis 
immediately thereafter, both because war conditions 
reduced fertility and because of the moderate size of 
the generations reaching marriageable age (i.e., those 
born 25 years earlier, during the first war). 


The oscillations in the size of the generations 
reaching adult age during the next few years are bound 
to pose important problems of labour market policy, 
some of which will be further discussed in later parts 
of this chapter. 


There will be less room for expansion of employ- 
ment—and a less pressing need for house-building and 
other “ demographic investments ”— шт western Ger- 
many, but in nearly all other countries the reverse is 
true. The arrival on the labour market of the big 


- generations born during the war is often looked upon 


with some apprehension. Certainly, measures are 
required for their orderly absorption into the labour 
force, but in general their arrival may be regarded as 
a distinct asset. Not only does it imply an increase 
in the share of the population of working age—or a 
halt in its decline—but, more important, it offers an 
opportunity for adjustments in the occupational 
structure. Since the flexibility of the occupational 
structure depends so largely on the relative size of the 
annual gross addition to the labour force, it would 
seem that its increase—in several cases from 2 to 3 per 
cent of the population of working age—provides a 
unique opportunity for stimulating occupational shifts 
in accordance with the shifts in demand and technology. 


6 See Table 56. 
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Much depends, of course, upon the claims 
of the armed forces for manpower. In western 
Germany, the prospects are for an increase, al- 
though the order of magnitude remains uncertain, 
and in several other western European countries 


a decrease seems possible. Changes along these 
lines would thus tend to make even more pro- 
nounced the contrast, which has just been pointed 
out, between western Germany and the rest of 
western Europe. 


3. FACTORS INFLUENCING THE SUPPLY OF LABOUR 


The age of retirement 


It is a fundamental difference between a situation 
where jobs are short and one where they are plentiful 
that, in the latter case, the question of the length of 
the economically active life (as well as that of the 
working day) can be dealt with in a relatively, straight- 
forward fashion as a problem of balancing human 
sacrifice in terms of labour against its result in terms 
of output. When jobs are short, on the other hand, 
it tends to become an aim in its own right, for govern- 
ments as well as for economic organizations, to restrict 
the supply of labour. Hence, policies with regard to 
the age of retirement are closely connected with the 
general employment situation. 


TABLE 58 
Activity rates for men aged 50 and above 


Age group 
Country and year | 70апа 
50-54 | 55-59 | 60-64 | 65-69 | ‘Van 
above 
Great Britain. . 1951 982) 95 88 49 21 
ЙЕ вов 1950 95 92 79 5 25 
Norway ... . 1950 96 89 74 25 
i nlennensnenestiinemmmememen 
Finland... 1950 | 96 | 94 | 87 57 
——— 
Switzerland. . . 1950 96 88 65 40 
Denmark. . . . 1950 95 86 55 21 
———$ 
Belgium ... . 1947 90 83 73 25 
rance =e 1951 96 89 78 61 29 
Western Germany 1950 93 87 73 ai 
ОЕ neta ce 1951 89 70 44 23 
| | | 


Sources : Зее Appendix С. 
а Men aged 45-54. 


Table 58 is suggestive in this respect, although the 
figures are unavoidably weak and must be interpreted 
with caution. It shows activity rates 7 for men aged 50 
and over, and the countries have been arranged in 
descending order, corresponding roughly to the degree 


7 T.e., the percentage share of a population group reported 
as economically active. 


to which the labour market situation during the post- 
war period has been one of strain. There appears to 
be a fairly clear tendency, especially in the age group 
55 to 64, for activity rates to be higher where the 
general employment situation is more favourable. No 
such tendency can be discerned in the figures for the 
age groups over 64, which are heavily influenced by the 
varying importance of agriculture and other small- 
scale enterprise where active life tends to last longer 
and retirement is a more gradual process than for 
wage- and salary-earners. 


The introduction or extension of comprehensive 
schemes for old-age pensions fell largely in the inter- 
war period and it was inevitable that the social objec- 
tive of providing security and leisure for the old should 
be intermingled with the aim of reducing burdensome 
surpluses on the labour market. The result was rela- 
tively low pensionable ages and, in some cases, an 
arrangement of the scheme so as to provide an incen- 
tive for early and complete retirement. 


Since the war, an important change in attitudes has 
occurred, although in varying degree in the different 
countries. There is not only the fact of full employ- 
ment and shortage of labour in a number of countries 
but also the aging of populations that has taken place 
and will continue. The costliness, whether measured 
in terms of output forgone or in terms of the addi- 
tional transfer burden, of keeping the economic acti- 
vity of the old below the optimum is consequently 
being felt more acutely. Thirdly, medical progress, 
together with the declining importance of hard manual 
work, has raised the age at which working capacity 
begins to be seriously reduced. For all these reasons, 
the question of retirement age now presents itself as 
one of meeting the requirements of social policy while 
at the same time utilizing as fully as possible the work- 
ing capacities of old people. Thus, while the funda- 
mental objectives have become more straightforward, 
the technical problems of old-age pension schemes have 
become rather more complex since a difficult balance 
between conflicting aims has to be struck. 


Present policies of retirement 


Some main data concerning the present arrange- 
ments of old-age pensions are shown in Table 59. By 


a 


TABLE 59 


Basic characteristics of national old-age pension schemes 


Minimum 
pensionable age 


Country 
A | B | © 

Treland 70 70 Bs 
Norway . 70 70 ох 
Iceland 67 67 

Sweden 67 67 x 
Finland . я 65 65 x 
Western Germany 65 65 

Netherlands . 65 65 x 
Portugal . 65 65 x 

Spain . 65 65 % 
Switzerland 65 65 

Austria 65 60 

Belgium а 65 60 x 
Denmark 65 60 x 
Greece ¢ . iM 65 60 x 
United Kingdom . 65 60 xb 
France 60 60 

Turkey 60 69 х 

Italy 60 55 x 
Yugoslavia 55 50 № 


Sources : The data have been taken mainly from The Age of Retirement, 
Intefnational Labour Organisation, European Regional Conference, 1955; 
Geneva, 1954. 


A — Payment of pension at pensionable age is conditional upon retirement 
from regular employment. 


B — Pension is reduced by specified fractions of earnings and other income 
above a certain minimum. 


far the most usual minimum pensionable age is 65 
for men and 60 or 65 for women, and it is significant 
that lower pensionable ages are found in Italy, France 
and—with corresponding reductions of the pensions— 
in Belgium and Greece. The French situation is para- 
doxical. Demographic trends, as well as the over-all 
employment situation, suggest the need for a high 
pensionable age; but fears of unemployment continue 
to be strong. In addition, there are some important 
occupations—miners, seamen and railwaymen—for 
which the effective age of retirement is as low as 55. 
It is usual in many countries for the pensionable age 
to be particularly low in arduous or dangerous occupa- 
tions, but whenever the retirement age falls below 60 
there is good reason to suspect that the desire to relieve 
the labour market has been the more important con- 
sideration. This is undoubtedly the case in France, 
where the unusually low age of retirement in sectors 


Conditions with 
respect to work 
and earnings 


хх 


Incentive provided for postponement 
of claim on pension 


Maximum 


Annual increment ; 
increment 


As percentage of initial annual pension 


5 per cent 40 per cent 


2 per cent for each of the first two | 8 per cent 
years, 1.33 per cent for each of the 


next three years 


9.25 per cent 
4 per cent с 


Circa 46 per cent 


6 per cent for the first year rising to 
10 per cent for the fifth year (men) 


40 per cent (men) 


C — The receipt of old-age pension in addition to other income is subject to 
no restriction. 


а Belgium and Greece allow pensions to be claimed up to five years before 
pensionable age subject to discounts of 35 and 30 per cent respectively. 


5 This condition is removed at the age of 70 for men and 65 for women. 
с Percentage of average annual earnings. 


with constant or declining manpower requirements 
bears witness to a rigid occupational structure.® 


The low pensionable age in Italy clearly reflects 
the difficult employment situation of that country, 
but the aim of relieving the labour market tends to be 
defeated by the small pension to which people are 
entitled at 60 years of age. Since 1954 the question 
of revision of the whole scheme has come up. The 
government proposal—which is encountering stiff 
opposition—is to raise the minimum pensionable age 
to 65 and, at the same time, to make that age the 
effective maximum at which workers have to retire. 

The question of raising the age of retirement and 
of revising other features of the national old-age pen- 
sion systems is at present under discussion in a number 


8 The number of persons receiving pensions from the French 


railways is as high as the number of employees. 


РИ 


of European countries. In the Netherlands а draft law 
providing for flat-rate pensions, independent of retire- 
ment and with no maximum limit to earned income, is 
expected to be put into operation in 1957. In this case, 
the desire to stimulate the economic activity of the 
old appears to have been of only secondary importance 
as compared with general considerations of social 
policy. In the Scandinavian countries, on the other 
hand, the necessity to induce fuller participation of 
older people is a major argument in favour of a revi- 
sion of the existing systems.® In western Germany, 
too, the need is stressed for changing the provisions 
introduced in 1948 when, with a difficult employment 
situation, a policy was adopted which tended to 
advance the age of retirement and keep older people 
off the labour market by granting them various allow- 
апсез.10 In the United Kingdom a recent parlia- 
mentary report recommended the increase—over 
a period of years—of the pensionable age from 
65 to 68." 


Apart from the pensionable age itself, the way in 
which the old will choose between work and leisure 
is influenced by the detailed arrangement of the old- 
age pension schemes, especially with regard to premiums 
for delaying the claim of the pension beyond the mini- 
mum age, and provisions by which the payment of 
the pension is conditional on retirement or its amount 
varies inversely with the pensioner’s earned income. 
There is no simple solution to these problems which 
would be equally acceptable from the points of 
view of labour supply, of social justice and of 
financial feasibility. Broadly speaking, the present 
tendency in countries with full employment appears 
to be towards more liberal treatment of private 
earnings.!* 


Any system which tends to place the worker near- 
ing retiring age before a clear-cut alternative of work 
or leisure is likely to be unsatisfactory both from the 
point of view of encouraging economic activity of the 
old and from that of mental and physical health. A 


* This point is emphasized in the recent Finnish parliamentary 
proposition for increasing pensionable age by two years, and in 
the proposed Swedish pension scheme for people retiring from 
active life. This latter scheme provides for a minimum pension- 
able age of 67, as against 65 under the national scheme. 


10 See, for instance, Gerhard Mackenroth, “L’importance de 
la limite 4’Аве dans le rapport population active - population 
inactive”, Etudes européennes de population, Institut national 
d’Etudes démographiques, Paris, 1954. 


п Report of the Committee on the Economic and Financial 
Problems of the Provision for Old Age (HMSO, Cmd. 9333), 
December 1954. 


1” For a description of the systems practised in various coun- 
tries and a discussion of the problems involved, see D. S. Gerig, 
“Pensionable Age under Old-age Pension Schemes”, Jnter- 
national Labour Review, 1.L.0., No. 4, October 1955. 


highly important question is therefore to arrange the 
old-age pension schemes in such a way that it becomes 
possible to retire gradually, by a successive reduction 
of working hours and/or by a change to less exacting 
or responsible work.!® As long as the question of 
retirement is posed in terms of an “either/or”, the 
detailed arrangements of the schemes, with regard to 
retirement conditions and earnings limit, are unlikely 
to have much influence on the actual age of retirement, 
since pensions are in any case far below the ordinary 
wage even for unskilled workers. On the other hand, 
with more flexible systems, allowing for gradual retire- 
ment, there may, in the long run, be very considerable 
possibilities of more work being done (and greater 
satisfaction being reaped) by the older part of the 
population.!4 This, of course, depends on measures 
of labour market policy beyond those directly con- 
nected with old-age pensions, and it may also require 
some government influence, through control or incen- 
tive, on the way in which private pension schemes are 
operated. 


Private pension schemes 


Pension schemes in private industries and public 
services are of rapidly growing importance in deter- 
mining the extent to which older people participate 
in economic activity, both directly as they affect the 
beneficiaries of the pension schemes and indirectly as 
they influence employers’ and employees’ attitudes 
to the question of the appropriate age of retirement. 


13 In the United States much attention has been given in 
recent years to the study of the physiological and psychological 
aspects of working capacity in the older age groups. In western 
Europe few intensive investigations haye been made. One 
example is an enquiry among 315 old building workers in the 
United Kingdom. The majority said they wanted to continue 
work but confessed to being unable or afraid to work on high 
roofs or ladders, or not wishing to have a long journey from 
home to the working place. This would seem to indicate a 
psychological rather than a physiological weakening of working 
capacity, which might relatively easily be allowed for by 
appropriate changes in working conditions. See review of 
Е. Le Gros Clark, “The Working Fitness of Older Men”, 
Population, Paris, July-September 1955, p. 580. 


“На growing number of old people have to be helped 
to lead happy and useful lives I can think of nothing more 
important than that they should learn to retire slowly, con- 
tinuing in work for as long as possible, but for diminishing 
stretches of time, at a diminishing pace of work and with 
diminishing responsibilities. It is wrong, wasteful and cruel that 
men should be faced with the choice between drawing their 
pension, retiring altogether, or nearly so, or staying on in their 
job with an undiminished load.... From the point of view of 
a happy and prosperous society it is desirable that men of 65-70 
should be free to choose, not whether to retire, but how much 
to retire: far more desirable than that every able-bodied man 
should postpone retirement until the last possible moment.” 
From minority statement by A. K. Cairncross, in the Report 
of the Committee on the Economic and Financial Problems of the 
Provision for Old Age, HMSO, Ста, 9333, December 1954. 
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The expansion of private pension schemes has been 
particularly rapid in countries where full employment 
conditions have stimulated the interest of employers 
in keeping a steady labour force. 


As far as available information goes, the pensionable 
age in private schemes seems, if anything, to be lower 
than that provided for in the national old-age pension 
schemes.1® In fact, the minimum pensionable age laid 
down in the national old-age schemes tends to set an 
upper limit for the age from which pension is payable 
in the private schemes. Moreover, it would seem that 
private schemes often provide for compulsory retire- 
ment when pensionable age is reached, regardless of 
working capacity in the individual case. This tendency 
towards an inflexible and relatively early retirement 
age is probably due largely to pressure from the 
younger staff interested in quick promotion. It is 
known that in the United Kingdom compulsory 
retirement at a given age is particularly frequent in 
industries where private pension schemes are impor- 
tant. In those industries, however, where labour is 
very short, compulsory retirement is almost non- 
existent, regardless of whether a pension scheme 
exists or not. It is reasonable to think that in Con- 
tinental western European countries, where public 
opinion is generally less aware of the necessity of full 
utilization of labour resources, private pension 
schemes are on the whole more restrictive in matters 
of retirement age, and it may well be that as they 
spread further, the need will increasingly be felt 
for government regulation or supervision to pre- 
vent an unnecessarily low retirement age becoming 
customary. 


As against this, it is not irrelevant to point out that, 
with the continuing aging of populations, high 
retirement ages—not least in public services—entail 
a danger of professional ossification. But, again, 
this fear would be unwarranted if systems of gradual 
retirement to less exacting and possibly less responsible 
posts could become the rule. 


In conclusion, it can be said that, except for the 
special case of Italy, the policy of keeping retirement 
ages low in order to relieve the labour market is a 
thing of the past, at least as far as the national old-age 
schemes are concerned. 


In those countries where unemployment among 
older people continues to be of importance—Belgium, 
western Germany and France—there has been much 
discussion about the possibility of compelling employ- 
ers to give a fixed proportion of jobs to elderly people. 


15 The same is often true of special pension schemes in public 
services. The low age of retirement in French mines and railways 
has already been noted. 


This may be a questionable measure and, in fact, it 
has not been put into practice. But the discussion 
at least points to an important change in approach: 
the aim is now to provide jobs for the elderly unem- 
ployed rather than to evade the problem by pensioning 
them off. 


In the countries of full employment, the present 
tendency is clearly towards some increase in the 
pensionable age and the abolition of special features 
in the schemes which may tend to discourage the old 
from gainful work. On the other hand, little progress 
has been made in developing more positive policies 
intended to reduce, through flexible and gradual 
retirement, unwanted old-age leisure. 


The age of entrance into active life 


The long-term trend has been for the rates of acti- 
vity to decline at both ends of the economically active 
life. As already mentioned above, the trend has-been 
for the average age of retirement to fall, owing to 
improvements in social security and a decline in the 
relative importance of agriculture. Concurrently with 
this, the age at which young people join the labour 
force has gradually risen as a result of improvements 
in educational systems. 


TABLE 60 
Activity rates for males aged 15 to 19 


Activity Vent i Activity 


Year rate rate 


Country 


Great Britain . 86 
Sweden. ene. WS 
Norway... . 2 
Netherlands . . 66 с 
Switzerland . . 74 
Denmark . 84 
Belgium 67 
Frances. nee 71 


Sources : See Appendix С. 


@ Age group 15-20. 
Ь England and Wales only. 
с Age group 14-19. 


Table 60 gives some indications of this development 
over the period from 1930 to 1950. Census data are 
generally not sufficiently detailed to show the changes 
in activity rates, especially for the 14- to 16-years age 
group for which the increase in school attendance 
must have been most pronounced; but even within 
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TABLE 61 


Secondary school attendance 


Percentage change between years indicated 


Pupils in Total 
Country Period secondary | population 
schools а | aged 15-19 
Swedene aay. aires 1939-1954 +139 —15 
inland gece ee 1940-1950 + 64 —10 
tal yee saat ota ate: 1939-1952 + 49 — 9 
England and Wales. . | 1938-1954 + 46 —18 
Francete. te... aes 1938-1952 + 43 — 6 
INetherlands® 4.) nae 1938-1952 + 34 — 3 
Switzerland .... . 1939-1954 + 11 —12 


Sources : National statistics and World Survey of Education, UNESCO, 


1955 


а The data relate to the number of pupils aged above 13 (or 14) attending 
secondary schools, except for Italy, France and the Netherlands, where 
children aged above 10 (or 11) are included. 


the broader age group 15 to 19 the decline in the 
relative number of gainfully employed is unmistakable.'® 


The increase in school attendance reflects both a 
lengthening of the period of compulsory primary 
schooling and an increase, with rising standards of 
living, in voluntary attendance at schools providing 
education beyond the compulsory stage. Table 61 
shows the importance of this latter factor for a number 
of countries. 

There has been a characteristic change, since the 
inter-war period, in the motives behind policies 
towards compulsory school attendance, and the 
parallel with policies of old-age pension is striking. 
In the ’thirties plans to raise the school-leaving age 
were largely governed by the desire to reduce juvenile 
unemployment. Young people had to be kept away 
from the labour market, and prolonging their school- 
days appeared to be a way of combining this aim with 
cultural progress.1? Nevertheless, actual progress in 
extending the length of compulsory school was very 
limited in the inter-war period. 

The war and its aftermath have caused a consider- 
able change in the approach to the problem, and also 


16 The figures for Belgium and the Netherlands probably 
over-state the case to some extent, since they refer to the year 
1947, when the recuperation of school years lost during the war 
may still have been of some importance. 


17 See, for instance, Ein Jahr mehr Kindheit, ein Beitrag zum 
Kampf gegen die Arbeitslosigkeit (One More Year of Childhood, 
a Contribution to the Struggle against Unemployment), pub- 
lished by the Swiss Association for Social Policy, Zurich, 1935. 
See also Compulsory Education and its Prolongation, UNESCO, 
1951; and Е. Heyerick “De leerplichtverlenging in Belgié” 
(The Prolongation of Obligatory School in Belgium), Econo- 
misch-Statistiche Berichten, Rotterdam, 24 February 1954. 


in the actual progress made. The dominating consi- 
deration today is the desirability of education per se. 
There are, however, exceptions to this generalization. 
For instance, certain districts in western Germany 
are left free to impose an additional year of compul- 
sory education when the employment situaticn makes 
it necessary, and in Italy the problem of assuring 
fuller effective attendance in compulsory schools has 
been dealt with largely as a means of diminishing the 
pressure on the labour market.1® 


Table 62 shows the present position (as well as plans) 
with regard to compulsory education in western Euro- 
pean countries. It appears that a reform is envisaged 
in a number of countries, but it is also obvious that 
there is a considerable lag between the decision to raise 
the school-leaving age and the actual execution of the 
plans. In Sweden, the additional year decided upon in 
1950 is still awaiting full implementation, and the same 
is true of the second major step of the reform of the 
British school system voted in 1944—1.e. further raising 
the school-leaving age from 15 to 16. In France, the 
recommendations of the Langevin-Wallon Commission 
have so far remained a dead letter. In Finland, Austria 
and western Germany, the extension of the period of 
compulsory school attendance from 8 to 9 years is 
at present being actively considered. In Italy, the 
compulsory school period is, according to law, 
eight years, which does not compare unfavourably 
with the legal position in other western European 
countries. But this standard is far from having been 
reached throughout the country: in the school-year 
1949/50 only 26 per cent of children aged 11 to 14 
went to school. Illiteracy continues to be a problem 
both in Italy and in other countries in southern 
Europe, where the compulsory school system is far 
behind that of the economically more advanced 
countries. 


The impact on the labour market of an extension 
of the period of compulsory school attendance is 
twofold. First, there is the permanent effect of increas- 
ing somewhat the size of the inactive population in 
relation to. the active; this may, of course, be more 
than offset by an increase in productivity resulting 
from fuller school education, especially if the addi- 
tional school year is devoted partly to vocational 
training. Second, there is the temporary effect of 
reducing the number of new entrants to the labour 
market in the transitional year or years. If a one-year 
increase in the school-leaving age is carried through 


18 See H. Wander, “ Berufsausbildung und Produktivitat ” 
(Vocational Training and Productivity), Kieler Studien, No. 26, 
1953, and Tomasso Salvemini, “ Le scuole secondarie de avvia- 
mento professionale in Italia”, Rassegna di Statistiche del 
Lavoro, No. 1, 1954. 
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TABLE 62 


Present position and plans for compulsory school education 


Country 


United Kingdom . 


Ireland 


Iceland 


Sweden 


Norway . 


Denmark 


Finland . 


Netherlands 
Belgium . 


France 


Austria 


Western Germany 


Switzerland 


Italy . 


Spain . 
Portugal . 
Yugoslavia 
Greece . 


Turkey 


Number of 
years of 
compulsory 

school 


8 


7to9 


Year of 
implemen- 
tation of 
present 
scheme 


1926 


1946 


1920 


1889 


1814 


1944 (urban) 
1948 (rural) 


1950 
1914 


1936 


1869 


Plans for extension of present scheme 


The 1944 Education Act provides for an eleventh year 
to be introduced “ as soon as the Minister of Education 
is satisfied that it is practicable to do so ”. 


Law on 9 years’ compulsory school passed in 1950. 
Not likely to be impiemented before 1960. 


Department of Education recommends introduction 
of eighth year in 1958/59. 


Ministry of Education considering introduction of 
eighth year in certain municipalities. 


Proposal to introduce ninth year submitted to Parlia- 
ment in 1953. 


Ninth year to be introduced in 1956. 


A Ministerial Commission (Langevin-Wallon) pro- 
posed in 1945 the introduction of one additional year 
of full-time and three further years of part-time 
schooling. 


Ninth year being examined by the Ministry of Edu- 
cation. 


General introduction of ninth year under active 
consideration. 


General introduction of 9 years’ compulsory schooling 
recommended by federal authorities. 


9 years provided in law of 1945 to be implemented 
gradually. 


Sources : National sources and World Survey of Education, UNESCO, 1955. 


@ Varies with province, introduced generally by 1920. 
6 Varies with canton; 8 or 9 years have been introduced in a number of cantons since 1940. 


Remarks concerning 
present scheme 


In most rural districts compulsory 
schooling 7 years only. 


Present period of compulsory 
schooling is 8 years in a number 
of districts. 


Time spent in compulsory educa- 
tion increased by 30 per cent in 
1936 by raising weeks of atten- 
dance per year. 


9 years in Schleswig-Holstein, 
Hamburg, Bremen, Berlin; 8.5 to 
9 years temporarily introduced in 
a number of other provinces. 


Not fully effective; in communes 
where no provision exists for 8 
years’ schooling, children may 
leave when existing classes are 
completed, 


Not fully effective; in most regions 
only 4 years. 


Compulsory up to 9 years if 
required classes are not completed. 
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in one step, the decline in that year in the inflow of 
young people to the labour market, though small in 
relation to the total labour force, may be very consider- 
able in relation to the normal annual number of 
entrants. Estimates that have recently been made in 
Belgium, the Netherlands and Denmark suggest that 
the number of recruits might fall to about half its 
normal $12е.19 

In these circumstances, it is worth remembering 
that in a number of countries the unusually big gener- 
ations born during and immediately after the war 
are due to reach school-leaving age in the next few 
years, and that in some cases the prospective increase 
in the numbers of young people reporting for gainful 
work will be both large and steep (see Chart 9). This 
would seem to provide an excellent opportunity for 
timing the extension of compulsory schooling in such 
a way as to moderate the swings in the annual number 
of young people to be absorbed into the labour force. 
It will be all the more possible to take advantage of 
this opportunity because the arrival of the big gene- 
rations at the ordinary school-leaving age will be 
accompanied. by a tendency for the total number of 
school-children to level off, or even decline, so that 
it becomes less difficult to solve the thorny problem 
of capacity, in terms of buildings and teachers neces- 
sary for an extension of the school-leaving age. 


The economic activity of women 


The number of registered unemployed is generally 
a poor indicator of available reserves of manpower, 
and especially so in the case of women. Table 63 gives 
some illustration of this for the most recent years. 


In the United Kingdom employment continued to 
expand at a more or less unexpectedly high rate, and 
the increase was especially great for women. It appears 
that this increase was only to a minor extent made 
possible by a further decline in the extremely low 
number of women registered as unemployed. Clearly, 
the expansion of the demand for labour drew a con- 
siderable number of hitherto inactive women into the 
labour force. The large increase in employment in 
western Germany has been made possible partly by 
a decrease in the number of unemployed and partly by 
the continued increase in the total labour force owing 


1 This takes into account that many children (especially in 
Belgium) are anyway continuing school after completion of the 
compulsory stage, and that (particularly in the Netherlands) 
the decline in the number of male entrants to the labour market 
might result in an increase in the supply of young female labour. 
For Belgium see E. Heyerick, op. cit.; for the Netherlands, 
W. H. Soudermeijer, On Economic Consequences of Extending 
Compulsory Education, paper presented to the 17th European 
Meeting of the Econometric Society; and for Denmark, Betaenk- 
ning vedrorende de store fadselsaargange, 1955. 


TABLE 63 
Recent increase in employment and labour force 


Year-to-year percentage change 


Labour force 


(employed plus Employed 
unemployed) 
Country 
1953 1954 1953 1954 
to to to to 
1954 1955 1954 1955 
Great Britain (August) 
Мер чо КЕ: 0.4 0.9 0.6 72 
IW Omenieen в. 1.9 2.3 2.1 2.5 
Western Germany 
(September) 
Men os ee 2.9 2.8 4.2 4.9 
iW OMEM. ten eee cope 6.2 5:5 6.4 7.6 


Sources: Monthly Digest of Statistics and Wirtschaft und Statistik. 


to an influx from abroad and to some shifts in the 
age-composition of the adult population. But there is 
a notable difference between the figures for men and 
women: until recently the reduction of unemployment 
was confined almost exclusively to male workers, and 
only during the last year or so, with the increasing 
exhaustion of the reserves of unemployed men, have 
the reserves of unemployed women begun to be 
drawn on. 


These examples illustrate both the tendency for 
women to be at a disadvantage in the labour market 
(somewhat following the rule “last in, first out ”) 
and also the fact that normally reserves of female 
labour exist beyond those shown in unemployment 
statistics. When there is extensive unemployment, 
attitudes towards female employment are often based 
on the view that employment opportunities are scarce 
and therefore must be reserved for the men. These 
attitudes tend to change under conditions of full 
employment such as existed after, and not least during, 
the war. The mobilization of labour in the United 
Kingdom (and in the United States) during the war 
was perhaps the most outstanding example of this. 
But although definitely restrictive measures against 
the employment of women have generally declined 
in importance, it is still far from true that provision 
has been made to obtain the optimum level of women’s 
participation in work outside the family sphere. 


Past trends in female employment 


Even if it were assumed that changes in the numbers 
of women gainfully employed correctly reflect changes 
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TABLE 64 


Various indicators of the economic activity of women 


oe ag COS ey Be hike Ces Sea: 

Year @ 5 a Е Е Е Е 3 2 Е = Е 5 - Е Е Hea 

Cree. sla ва et ee Se 
I. Percentage distribution of female 

labour force 

Share of total active women: 

In agriculture . Pre-war 132.3311 64: S19 eee 14145 36) 7 425 444 5845 

Post-war Die 21 12646 Ome 4 in See om As sy we 

In other sectors Pre-war 59s 68) 69.536 31 к a my A Sy “Ge GR Sh 

Post-war yo 19. 4 5A OP OL о 


Share of active women outside agri- 


culture: 

In industry¢. . Pre-war ЗИ 19 12875425022) 73009006 4m 47, 38 4 Cone as 
Postwar 16425. 2203020 090 3) Ase 30 39090 30 AF 

Inetrade)s asi. Pre-war ey ge IY GCG SE SIG IS о oi в 
Post-war he SIG ОСА Во PE 9 Di Be № в 0 

In paid domestic service Pre-war ide кра ПБ Nee A BG ie TE Re ae Bh м 
Post-war био. Mt 9 8 9 20 о Ши ЮВ 

In other services . 


Pre-war PGT 33° 9522 “29 e694 35i 9 22: 24 116.25 Ga Peo 20 
Post-war 36 39 «4 “ 320 9452 4.28 28 29 30 Узы 


II. Percentage share of women т the total 
labour force of: 


Industry Pre-war 25 222 eae Sel Se 4 3 9 м м д 
Post-war У 522 3 el eel ee | ee Oe | мо 
Trade. . Pre-war 32) 33. 934 48а 36 40 124 441 4514441 36m 9 Nessie 
ое || 9 30 Я ВЕ д 5 3 КЕ Им И И a 
Services (excluding domestic) Pre-war 29.34. 9334 AS eto 2% 34 34 о аб aes 
Post-war 35) во К 93 One 4 25 А, ЗА: 
Ш. Active women as а percentage of all 
women by age and marital status 
In age group 15 to 39 Pre-war 45;e ОХ о. и ae BY 5 wpe И 50 
Розе маги (47) 6038 = 955 Л 5883348398035 2 93385515655 60 1 eee 
Се Ose es le. hs Pre-war О 23 J OAS Stare ed eA ae ЦО И SOM 224 3 7. 
Post-war | 928) — 21 130556, ВОО О 2) A 2 oe) me 
TS 10164 Fo а Pre-war 37m 34m 47 Rigg Oe See PK pam w PLEO oe )e) ipl и OO et o4 
Post-war, 40 933. 45 5/7 29° 34 1290 27 537 44 1 493] ees 
Married women 15 to 64... . | Pre-war 11 A ZA Ee. ais 10 Wap Sct Ааа а Ag 10 
Роуз 221 .. 127946 6 HS MIE) | ee и. 61.26 27946 3% 


ГУ. Distribution of female population by 
age and marital status 
Age group 15 to 39 as percentage 


of age group 15 to 64 ... . | Pre-war 58) 60. 661. 162 O3 ee) Same O4 MRO 5б mm Omer) me Om 61 


Post-war by) SE ep S/o 5х “eke Ge Бе SUP ee ti gee 93 


Married women as a percentage 
of total women: 


In age group 15 to 39 Pre-war 45°31 mA DADS АТ Аб ee A ee AG 


Post-war COUN 38. 59 mee 5 20 54 59s Оба 8 


Pre-war 69060 оо коли oe Se OOM nO и 


In age group 40 to 64 
Post-war 724.61 “2 1629 9 68 "69887521 9751 Teen Oe 64067 


а Pre-war data relate to the year 1930 for Norway, the Netherlands and 
Belgium; 1931 for Great Britain and France, 1934 for Austria, 1936 for 
Ireland and Italy, 1939 for western Germany, 1940 for Denmark, Finland, 


Sources : National statistics. 


Nore. — Inter-country comparisons should be made with great caution; 
the importance of unpaid family workers in the total active female population 
varies in post-war years from 25-35 per cent in Finland, western Germany, 
Austria, France, Denmark and the Netherlands to 1-5 per cent in Great 
Britain, Norway, Sweden and Switzerland. No doubt these variations reflect 
differences in statistical methods more than in actual occupational distribution. 
This source of error affects in particular the comparability of data for women 
in agriculture and the information on activity rates for women. Comparability 
between different years for the same country may also be unsatisfactory in 
Belgium and Italy, where the share of unpaid family workers in the total 
female labour force fell by as much as SO per cent during the period considered 
(from 19 and 33 respectively). In Belgium, nearly one-half of total female 
family workers were reported as active in non-agricultural occupations in 1930. 


9 


Sweden, and 1941 for Switzerland. Post-war data relate to the year 1950, 
with the following exceptions: Belgium (I-IV) and Netherlands (11), 1947; 
Great Britain, Ireland, Austria (I-IV), France (III) and Italy (IV), 1951; 
France (I, If and IV) and Italy (I-III), 1954. 


Ь pre-war data in Ш relate to England and Wales only. 

с Including mining, building and construction, gas and electricity. 

4 Including banking and insurance. 

е 14-44. i 15-29. т 14-64. 

Л 15-34. 1 45-64. п 15 and above. 
& 14-39. К 35-64. 

15-44. 1 30-64. 
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in their inclination to take paid work outside the 
family enterprise, statistical shortcomings make it very 
difficult to know what the actual trend has been in 
recent years, and the reader must be warned not to 
draw hasty conclusions from the various data brought 
together in Table 64. To begin with, the last census 
was in most cases taken in 1950 or 1951, and a com- 
parison with the pre-war situation must in some cases 
be based on figures for a year as far back as 1930, 
which means that one can consider only the net 
changes over the whole of a 20-year period with 
widely varying conditions in the labour markets. 
Moreover, international comparisons of the economic 


activity of women are precarious owing to the widely 


different ways of registering women doing unpaid 
work in family enterprises, notably agriculture. 
Finally, activity rates differ widely according to age, 
marital status and the number of children and average 
rates for all women may therefore be misleading as 
indicators of changes in women’s propensity to take 
paid work, and statistics for separate groups of age 
and marital status are rarely available. 


Despite these serious limitations, some broad gener- 
alizations can be drawn from the figures presented 
in Table 64. It can be seen from the first four lines 
that the proportion of active women engaged in agri- 
culture has declined almost everywhere, and in some 
cases the decline is considerable. The distribution of 
the non-agricultural female labour force by main 
sectors—in the next eight lines of Table 64—is 
probably more comparable between countries. It 
indicates another field of activity which has tended to 
be deserted by women, namely that of paid domestic 
work. Typically, the relative importance of domestic 
work has fallen by something between one-third and 
one-half from 1930 to 1950. The United Kingdom 
and Switzerland stand out as extreme cases, in oppo- 
site directions. The exceptionally big fall in the 
United Kingdom is largely the result of war-time 
efforts to mobilize women for industrial work, and 
the change in attitudes has been further strengthened 
by a continuously high level of demand for labour 
throughout the post-war period. In Switzerland, the 
proportion of women doing paid housework has 
declined only slightly. The tendency of young Swiss 
women to desert housework may have been no less 
marked than in other countries with full employment, 
but the gap left by them has been continuously filled 
by immigration, notably from Italy.2° Apart from 
these two special cases, the decline in the relative impor- 
tance of paid housework has been rather uniform. 


*° From 1941 to 1950 the proportion of foreigners amongst 
women occupied in paid domestic service rose from 11 to 32 
per cent. 


The sectors to which female labour has been drawn 
are trade and, in particular, “ other services ” which 
include, for instance, catering, health and education 
services and banking. By 1950, some 30 to 40 per 
cent of the total employment in trade and “ other 
services ” was accounted for by women as against no 
more than 17 to 25 per cent in industry (see second 
part of Table 64). 

The last two parts of the table show activity rates 
for women (over-all and by broad age groups), as 
well as some demographic data of special relevance 
for the explanation of trends in total activity rates. 
In view of the statistical shortcomings just mentioned, 
the table can at best claim to show the change over 
time in any given country, and no importance should 
be attached to differences in the level of activity rates 
as between countries. The over-all activity rates appear 
to have remained fairly stable over the 20 years here 
considered. It is further seen that activity rates are 
far lower for women within the age group 40 to 64 
than for those within the group 15 to 39, and that, in 
most cases, they are relatively low for married women. 
These groups with particularly low activity rates are 
precisely those which have become relatively more 
important: there has been a very marked increase in 
the proportion of women of working age belonging 
to the age group 40 to 64, and a no less remarkable 
increase in the relative number of married women.” 
The latter tendency largely reflects a shift towards 
lower marriage age. 


In view of these demographic changes, the fact 
that the ovei-all activity rates for women have 
remained stable or have declined only moderately 
would seem to imply an increased inclination of 
women of given age and marital status to enter the 
labour market. 


This trend is undoubtedly the joint effect of long- 
term changes in social habits and of the high general 
level of activity in the post-war period. But although 
the pull of full employment has probably had some 
effect—greatly varying as between countries—and 
though registered unemployment among women is in 
most cases extremely low, in many countries where 
the labour situation is tight it is still believed that 
there is scope for a considerably higher participation 
of women in economic life. There are at least three 
reasons to believe that such is the case: first, the old 
and well-known problem of lack of balance between 
predominantly male and typically female industries 
which restricts employment opportunities for women 
in many particular regions; second, there are also 
important hang-overs of traditionalism—and restric- 


*1 The oniy exceptions are France and western Germany. 
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tionism—in views about the kinds of work that are 
appropriate for women; third, and perhaps most 
important, there is the question of adapting the con- 
ditions and opportunities of work to the life-cycle of 
women—in other words the question of making it 
possible for women to take care of family responsi- 
bilities without being faced with the dilemma of 
retiring completely, or having to carry a double 
workload. This question has in recent years come to 
the fore in several countries. 


Part-time work 


It is mainly in the United Kingdom and in the Scan- 
dinavian countries that attention has been given to the 
problem of facilitating a fuller participation of women 
in economic activities during the period when their 
family responsibilities are heavy. There are two main 
ways: first to reduce the family duties themselves,2? by 
providing day nurseries and school meals, by arrang- 
ing shopping hours, and so on; and second, to reduce 
the burden of paid work through an expansion of the 
system of part-time work. 


Only vague and scattered information is available 
on the extent to which voluntary part-time work for 
women is actually practised.** It is known that it is 
almost non-existent outside domestic service in 
Belgium, the Netherlands, Switzerland and France, 
and limited largely to trades like domestic and clerical 
work, sales and catering jobs and certain professional 
occupations in the United Kingdom and the Scandi- 
navian countries. There seems to be very little part- 
time work in industry except possibly in the United 
Kingdom.* In the United States, part-time employ- 
ment is widespread among women, though, as in 
Europe, most of it is to be found in non-industrial 
occupations.” 


22 There is considerable room for improvement in this direc- 
tion. Thus, a recent Swedish investigation showed that working 
women had a total of 65,000-70,000 children below school age 
while there was accommodation in day nurseries for only 11,000. 


23 Part-time work, as here understood, must be clearly dis- 
tinguished from the working of short hours owing to lack of 
employment opportunities, and also from casual employment, 
on a part-time basis, in periods of peak activity. The part-time 
work considered here is characterized by being organized on 
a regular schedule and having a certain duration, but involving 
substantially fewer hours than a normal working day, or fewer 
days than a normal working week. 


2: In the British 1951 census, some 10 per cent of women in 
the manufacturing industries were reported as part-time workers, 
but this figure includes part-time work other than that con- 
sidered here. 


25 More than one-fifth of all female workers had in late 1953 
a working week of less than 35 hours. This group included 
women “ unable to work full time for economic reasons such 
as slack work or unavailability of full-time jobs ”. The majority 
of them however, representing 16 per cent of the total female 


In every country where the question has been consi- 
dered, women’s demand for part-time jobs has been 
found to exceed the supply. This is not surprising in 
view of the fact that both employers’ organizations 
and trade unions, and sometimes also governments, 
have been reluctant to deploy efforts to facilitate this 
type of employment. Employers object to part-time 
employment mainly because it is believed to entail 
higher costs of supervision and administration, rela- 
tively high training costs and, in some countries, higher 
expenditure on social security per unit of output. 
There is little information which would make possible 
a comparison of total costs per unit of output under 
full-time and under part-time work, but there is some 
prima facie evidence of a cost-difference in the fact 
that employers generally take on part-time workers 
only when full-time labour is not available. 


The lukewarm attitude taken by trade unions pro- 
bably reflects a fear that the unity and coherence of the 
organizations might be threatened by the addition 
of a fringe of less stable workers not closely attached 
to the profession. It is often feared that married 
women in particular might be willing to accept sub- 
standard conditions of work and thus exert a pres- 
sure on the wage level of full-time workers. These 
apprehensions are only too understandable, and it is 
ciear that active co-operation of trade unions in the 
organization of part-time work on a larger scale is 
possible only in countries where there is little fear 
among workers of the re-emergence of unemployment, 
and where the workers’ organizations are strong and 
all-inclusive. Only in that case could part-time work 
be organized so as not to impair the conditions of the 
regular full-time labour force. Even so, it is a delicate 
question whether the allegedly higher cost of employ- 
ing part-time workers should be reflected in hourly 
wage rates somewhat lower than those stipulated for 
full-time workers. 


Tax and social security legislation is often an 
obstacle to the wider spreading of part-time work. In 
France, the system of allocation de salaire unique 
reduces the interest of married women in part-time 
work.? Likewise, the minimum level of earned 
income at which pensions and other benefits are with- 
drawn or reduced is often so low as to discourage 
women from taking even part-time work. In some 
Scandinavian countries income tax regulations are an 


labour force, did not want or could not accept full-time employ- 
ment. 

26 If the earnings of a married woman with a working husband 
and two children exceeded Fr. fr. 5,750 monthly, the family 
would lose an allowance, granted on top of the regular family 
allowance to families with only one income earner, of Fr. fr. 6,900 
monthly (according to the rules existing in 1952). 
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effective disincentive for married women to work.?? 
Taxation of married women’s earnings in western 
Germany was eased during the war, after having been 
increased in 1934 as a means of keeping married 
women off the labour market. Changes in existing 
arrangements are now planned, but they are not 
intended to induce married women to take up 
employment.?® In the United Kingdom, a Royal Com- 
mission recently recommended a reduction in the 
amount of the special personal allowances granted a 
married woman in respect of her earnings.?® In Bel- 
gium, the present provisions for sickness and disability 
insurance schemes make it very costly for part-time 
workers to join them. Fully one-third of the salary of 
women workers employed on a half-time basis would 
normally have to be spent on social security contribu- 
tions. Finally, the employment of part-time workers 
sometimes involves the employer in contributions 
which are out of proportion to those paid for full-time 
workers.*° 

But, quite apart from these organizational and 
administrative obstacles, there is a further important 
reason why the idea of part-time work on a large 
scale, once mooted, has met with so little response. 
The idea of making the working day of women more 
flexible emerged as an answer to the problem of labour 
shortage, and its merits and demerits have been judged 
mainly on the basis of its expected effect on immedi- 
ately increasing the supply of labour. However, more 
intensive studies of the practical possibilities in various 
occupations have generally suggested that the net 
short-run effect on the total supply of labour might 
be small, if at all positive; while a large number of 
hitherto inactive, married women would probably 
seize the opportunity offered by part-time work, it is 
not unlikely that an almost equally large number of 
married women hitherto working full time would 
want to reduce their working day. Hence, those who 
are in favour of part-time work on a large scale have 
a difficult case to argue as long as the main objective 
envisaged is solely to increase the supply of labour. 


It may well be asked whether this is not far too 
narrow and short-sighted a view to take. It may be 


27 A Norwegian government committee set up in 1947 to 
investigate ways of increasing the supply of female labour to 
industry recommended that the rules of income tax should be 
adjusted so as “not to induce women to give up their work 
solely on the grounds of taxation”. So far, however, no change 
has been made. 


28 See Die Weltwirtschaft, Institut fir Weltwirtschaft, Kiel 
University, Heft 2, 1955. 


29 Royal Commission on the Taxation of Profits and Income, 
Second Report, HMSO, Cmd. 9105, April 1954. 


30 The information in this and the two previous paragraphs 
is based largely on replies to questionnaires submitted in 1952 
by the International Labour Office to a number of countries. 


TABLE 65 


Activity rates for married women 


Great Switzer- 

Age group Britain ар land а 
1951 1950 1941 
ПО и onl, de 37 27 16 
ООО Me 24 17 10 
до 22 15 6 
60 and above .. 4 3 3 
15 and above . . 22 15 8 


Sources : National statistics. 
@ Swiss nationals only. 


granted that arrangements for a more flexible working 
day for women would have no very important effects 
on the supply of labour in the short run. But the fact 
remains that women’s adult life has three very distinct 
phases: before marriage, or before the birth of the 
first child, when rates of activity are very high; a 
period during which family responsibilities take the 
better part of the working capacity, and where activity 
rates are extremely low; and a long period, from the 
age of 40 to 45 and onwards, when the children have 
come of age, but activity rates nevertheless continue 
to be extremely low, reflecting the difficulties of re- 
integration into activities outside the family sphere 
(see Table 65). 


It is not necessary here to elaborate on the highly 
important social and psychological problems involved. 
Suffice it to point out that the question of part-time 
work should be considered not primarily in relation 
to any short-term scarcity of labour, but in the wider 
perspective of building a bridge between the first and 
the third phases of women’s adult life. In other 
words, the really important net increase in the supply 
of female labour lies in the future when generations 
of women who, during the period of heavy family 
responsibility, have been able, through part-time work, 
to maintain their contact with productive life outside 
the family, have advanced to the age when they are 
able, and also inclined, to return to fuller activity 
outside the household. 


Looked at in this way, the question appears to be 
very similar to that of the activity of the old people, 
dealt with in an earlier section. In both cases, the 
adjustments in labour market policies, which in the 
first instance are often motivated by the emergence of 
labour shortage, open up more far-reaching questions 
of the optimum supply of labour as seen from a 
general welfare point of view. 
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4. THE RATIONALIZATION OF LOW-PRODUCTIVITY SECTORS 


The problem of overcrowding and technical and 
economic stagnation in those sectors (mainly com- 
merce, other services and agriculture) where small 
enterprise predominates exists in varying degrees in all 
western European countries. This problem is, to a 
certain extent, a counterpart to industrial unemploy- 
ment, both present and past. In countries where there 
is considerable industrial unemployment, wages, for 
instance in agriculture, tend to be so low as to give 
little inducement for labour-saving innovations; 
furthermore, these sectors—most typically small-scale 
commerce—tend to become shelters for people who 
‘cannot otherwise find gainful employment. Miulti- 
farious systems of protection are then often built up 
both by private organizations and by governments in 
order to secure the survival of enterprises operating 
at a low level of productivity. These institutional 
factors tend to persist even in countries where industrial 
unemployment has ceased to be a major problem. 


In countries, such as Italy and other southern 
European countries, where open unemployment in the 
urban sector continues to be important, the question 
of overcrowding in other sectors cannot easily be dealt 
with in a direct way, since the effective reduction of 
manpower in the sectors of low productivity depends 
essentially on the availability of investment resources 
for expanding employment elsewhere in the economy. 
By contrast, in those countries where full employment 
and a more or less general shortage of labour prevail 
in the industrial sector, the possibilities of taking 
remedial action are much better, because the main 
difficulty is not to provide alternative employment in 
industry and other sectors of high productivity, but 
rather to remove the institutional obstacles to a 
reduction of manpower in the low-productivity sectors. 
The discussion which follows is focused mainly on this 
latter problem. 


Overcrowding in retail trade 


Table 66 summarizes available census data on the 
number of retail shops and the number of persons 
engaged in retail trade. These figures must be inter- 
preted with caution: the definitions and practices used 
in occupational censuses vary considerably from one 
country to, another, and although a number of adjust- 
ments have been made in order to improve the com- 
parability of the data, the table at best gives only a 
broadly true impression of the orders of magnitude 
involved.** 


31 THe main differences in methods concern the classification 
of mixed trade and handicraft enterprises and the inclusion of 


Even if the statistical deficiencies in measuring the 
number of shops and persons engaged could be 
ignored, the figures in the table would, of course, not 
directly indicate the relative position of the various 
countries with regard to productivity in retail trade. 
For such a comparison it would be necessary to have 
data, more reliable than are available, on the volume 
of sales effected by retail trade. In the absence of such 
information, valid comparisons of the figures in the 
table can be made only between countries in which 
the volume of per capita consumption is known to be 
fairly similar. It is clear, for instance, that the very 
low numbers of shops and people engaged in Italian 
retail trade, especially in non-food trade, reflect a 
comparatively low standard of living and not a high 
level of productivity in retail trade. In the case of 
Finland, the low number of shops and total personnel 
is probably to be explained partly by a comparatively 
low standard of living and partly by a relatively 
favourable structure of retail trade. 

It is difficult to draw firm conclusions from the 
figures in the table, even from those for the food 
trade, which are less affected by differences in the 
standard of living than the figures for the non-food 
trade. But overcrowding in retail trade seems parti- 
cularly ‘serious in Belgium ** and the Netherlands, 
whereas the United Kingdom and Sweden would 
appear to be among the countries with a relatively 
high level of productivity in retail trade, measured 
by western European standards. This should not 
be interpreted as meaning that there is no problem 
of overcrowding in the two last-named countries. 
In fact, the question of reducing the costs of retail 
distribution has in recent years been given more 
attention in those two countries than in most other 
western European countries. 

A comparison with conditions in the United States 
lends considerable support to the view that there is 
much scope for rationalization of retail trade, even in 
those western European countries where this sector 
would appear to be most efficiently organized. In 
spite of the higher standards of food consumption, the 
relative number of people occupied in retail trade in 
food in the United States is much smaller than in 
western Europe (see Table 66). A thorough compara- 


family helpers in the number of persons engaged. The line of 
demarcation between repair shops and retail trade is also 
variable, as well as the treatment of retailers without fixed 
premises. 

32 This would appear to be true even if the figures in the table 
to some extent exaggerate the degree to which, in Belgium, 
retail trade actually absorbs manpower: very often small retail 
shops are combined with other occupations. 


4 


TABLE 66 


Number of retail trade establishments and their personnel 


Number of 
establish- 
ments 


Country Year 


Food Retail Trade (including 


tobacco) 
Вет seer eae ees 1947 16.9 
Netherlands а. 1955 9.9 
(ETance ase te ae 1954 9.7 
Denmark gees ce 1948 9.4 
Могилу ete eee 1952 6.2 
меценаты 1951 6.8 
О see, ween 1952 5.6 
Western Germany 1950 7.4 
о ee te 1951 6.8 
Greate Britain №... 1950 6.6 
United) States ..... 1948 4.0 
Non-food Retail Trade 
Belgium ce ce eee te he 1947 18.3 
INetherlandswesnniies Ge 1955 9.3 
Tan Ces whe es. oo ue 1954 6.7 
IDEM ATK cocker: «suk sien 1948 5.0 
Norway. fe see 1952 4.7 
Sweden. 0h. и. 1951 5.8 
Напа =p fase 1952 2.9 
Western Germany 1950 4.6 
CU Cal eee iets vas И 1951 3.9 
Greate britain оз ва 1950 4.6 
United States ..... 1948 5.8 


Sources, definitions and methods : See Appendix С. 


Total 


Per thousand inhabitants 


Establishments with total 
personnel of 10 or more 2 


Personnel 


Number of 
establishments 


Paid 


1 b Personnel 
employees 


Average 
number per 


a As percentage of total 


0.4 24 
3.4 19.2 
0.4 24 
14 78 
03 37 
52 24.6 
3.7 22.7 
0.2 

1.9 = 
48 31.7 
5.9 39.0 
77 39.7 
44 31.7 
0.8 12.9 
8.2 50.1 
9.9 52.6 


а Establishments with more than 10 persons in the case of Denmark, Sweden and Finland. Establishments with 10 or more paid employees in the case of 
Belgium, France and the United States. Enterprises with more than 10 persons in the case of Italy. 


Ь Excluding family helpers. 


tive analysis of British and American censuses has 
recently been made.** It showed that the real volume 
of sales per shop in the United States was about two 
and a-half times higher than in Great Britain, and that 
productivity, as measured by the real volume of sales 
per person engaged, was about twice as high in the 
United States as in Great Britain.*4 


Obstacles to rationalization 


Both legal measures and private monopolistic 
practices have helped to create and maintain the 


33 See Margaret Hall & John Knapp, “ Numbers of Shops 
and Productivity in Retail Distribution in Great Britain, the 
United States and Canada ”, The Economic Journal, March 1955, 
faye, РЕ 


3“ The comparison of the volume of sales was made on the 
basis not of official exchange rates, but of purchasing power 
parity. 


с Estimate. 


hypertrophy of the retail trade sector. The legal 
measures are of two main kinds: those which aim at 
hindering the development of large-scale enterprise; 
and those which have the effect of limiting competition 
by restricting the free establishment of new shops. A 
few examples may serve to show the character of these 
restrictions. 


The clearest legislative measures directly aimed at 
checking modern, large-scale methods of retail trade 
are to be found in Belgium and Denmark. The Belgian 
loi de cadenas (the padlock law), as revised in 1954, 
forbids for a period of five years the opening or the 
enlargement of stores with more than five employees 
in towns with less than 50,000 inhabitants. In Den- 
mark, retailers have been forbidden since 1857 more 
than one outlet within the same municipality. A 
similar legal restriction on the establishment of chain 
stores was in force in Norway until 1951. Some form 
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of fiscal discrimination in favour of the small retailer 
is found in many countries, the main example being 
Егапсе, 35 where the tendency in recent years seems to 
have been towards a more and more lenient taxation 
of the small enterprise. In Switzerland, however, the 
special “ compensatory tax ” on department stores and 
other large-scale commercial enterprises was abolished 
in 1954, 

Public restrictions on the establishment of new 
retail shops might appear, at first sight, to have the 
effect of preventing an increase in the number of shops, 
and this may also be the actual effect in the short run. 
However, such measures most often aim at, and result 
in, restricting competition, and in the long run the 
outcome is most likely to be high margins, and there- 
fore a high number of retailers to be maintained, just 
as is the case with similar restrictions often imposed 
by private trade associations. 

Licensing systems, based on requirements of profes- 
sional knowledge, seem to be particularly important 
in Austria and until recently in the Netherlands.*¢ 
Licensing based on an assessment of the local com- 
petitive situation was operated until 1953 in Austria. 
It continues to be in force in Italy, where certainly the 
existence of mass unemployment provides some 
justification for an attempt to check the establishment 
of small retail shops with little chance of survival, 
though it is questionable whether the advantages 
outweigh the disadvantages. 

It may be more than a coincidence that the countries 
which have recently taken steps to abolish legal 
obstacles to the rationalization of retail trade (Norway 
and Switzerland) are among those where unemploy- 
ment has been non-existent in recent years, whereas 
such legal obstacles continue to be important in 
Belgium, Denmark and France, where unemployment, 
or the fear of it, continues to exist. But even in 


35 For instance, the tax on the enterprise (/a patente) is paid 
at a higher rate by department stores, chain stores and co- 
operatives than by other retailers. Likewise, the assessment 
of small commercial incomes on the basis of a fixed figure for 
“ normal profits ” (régime du forfait) is an effective discrimina- 
tion in favour of the small enterprise. 


36 Such restrictions are often motivated by considerations of 
efficiency or safety irrelevant under modern conditions. For 
instance, in the Netherlands the excessive requirements, eased 
considerably in 1954, regarding professional knowledge have 
hindered the development of self-service shops offering a wide 
assortment of goods. In a number of other countries, out-of- 
date rules of hygiene have had the same effect. Those in force 
in Belgium date from 1890; similarly in Denmark, Norway, 
Sweden, western Germany, Austria and the Netherlands many 
of the existing rules are unnecessarily severe and unsuitable for 
modern retailing. In France, the small retailers have been 
particularly anxious to prevent the development of trade from 
sales-vans, and it is reported that in some towns these have been 
forbidden on the pretext that they are a hindrance to traffic. 
In Austria and Norway, all forms of mobile shops are prohibited, 
whether by van or by boat. 


countries where legal restrictions are now abolished 
or have never been of importance, the rationalization 
of retail trade is barred by a more formidable obstacle 
in the shape of private monopolistic arrangements. 
Among these, the practice of resale price maintenance 
is of crucial importance. 


Towards the abolition of resale price maintenance 


The practice of resale price maintenance is the most 
efficient of several methods by which competition in 
retail trade—and also in wholesale trade—is restricted. 
The connection between this practice of binding 
minimum prices for resale and the hypertrophy of the 
distributive trades has often been described, and a 
few words may suffice here.3? When resale prices are 
fixed by the manufacturer, price competition among 
retailers is excluded and price competition among 
manufacturers tends to take the perverse form of 
offering high margins to retailers rather than low prices 
to the public. But it is only in the short run that the 
retailer’s income is thereby raised; in the long run the 
extra margin tends to be eaten up because retailers, 
unable to compete by price-cutting, offer costly services 
in order to attract customers, and because the high 
margins attract new firms to the trade. The end-result 
is higher costs per unit of turnover, low utilization of 
capacity and, consequently, a low level of income per 
person engaged in retail trade. The high margins also 
mean that new enterprises can hope to make ends 
meet, even with a very small volume of turnover, 
and the system therefore almost inevitably leads to 
private arrangements between retailers’ and manu- 
facturers’ organizations to control the establishment 
of new outlets or the broadening of the assortment 
of existing shops. Such controls, by encrusting the 
existing structure of trade, may be an important 
deterrent to the introduction of modern forms of 
retail trade. 


There would be no reason to re-state these facts if 
it were not that in recent years there has been an 
important change in governinent attitudes to the 
practice of resale price maintenance. It is completely 
forbidden in Sweden (since July 1954) and in Denmark 
(as from July 1956).38 In France, resale price mainte- 
nance was made unlawful by a decree of August 1953, 
and in the United Kingdom more or less complete 
prohibition has been recommended in recent official 


37 See, for instance, Ulf af Trolle, Bruttoprissystemet. En 
Problemanalys, Stockholm, 1951; B. S. Yamey, The Economics 
of Resale Price Maintenance, London, 1954; and W. Arthur 
Lewis, Overhead Costs, London, 1949, Chapter V. 


38 According to the Swedish and Danish laws, it is permitted 
to indicate a “suggested ” ‘price to be charged at resale, pro- 
vided it is made clear that this is not a minimum price. 
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TABLE 67 


Estimates of the distribution of retail sales by main categories of enterprise 


Percentage of total turnover 


Year Independent ера Chain stores Co-operatives 
Country : retailers stores 
Pre-war Post-war | Pre-war Post-war | Pre-war Post-war| Pre-war Post-war] Pre-war Post-war 
Netherlands. ...... 1938 1951. | 90 85 3 3 5 10 2 2 
Pranice seers. М в 1930 1950 92 91 2 3 5 5 1 1 
репа ие 1938 1950 86 85 3 -— 11 11 
Norway. м. lies is: 1938 а 1950 94 84 ti — — 5 15 
Sweden treats ee ais 1930 1946 re a 2, 3 11 12 
inland)? ere: oe 1930 1950 68 63 о В Ae 32 35 
Switzerland ее 1938 1952 80 74 4 5 5) 5 11 16 
Western Germany® .. . 1933 1953 83 с 84 < 6 5 8 7 3 4 
ау. > 1930 1950 96 96 1 1 aie 5 2: 7) 
United Kingdom 1938 а 1950 60 51 7 9 23 28 11 12 
United СН о о аа в 1939 1949 е 68 69 9 7 22 23 1 1 


Source: The table is based on rough estimates supplied by the зесге- 
tariat of the International Association of Department Stores. 


Note. — In the United Kingdom, Sweden and Switzerland some depart- 
ment stores operated by co-operative societies are included in sales by co- 
operatives. 

@ For co-operatives : 
Sweden, 1936. 


Denmark, 1935 and 1948; Norway, 1930; and 


герог($.3 In Belgium at the end of 1954 the Govern- 
ment invited the Central Economic Council to report 
on whether or not legislation against resale price 
maintenance was called for. No clear conclusion 
seems as yet to have emerged. In western Germany 
the anti-cartel legislation, introduced by the occupying 
authorities shortly after the war, implied a complete 
prohibition of resale price maintenance but this 
remained a dead letter. In October 1954 the Advisory 
Economic Committee of the Federal Ministry of 
Economic Affairs recommended that resale price 
maintenance should be tolerated for the time being, 
though subject to control against misuse, and with 
a view to a general prohibition after the lapse of some 
years. 


It would hardly be realistic to expect that the aboli- 
tion of resale price maintenance would have important 


8° An official committee on resale price maintenance, reporting 
in 1949, recommended that steps be taken to render illegal any 
sanctions imposed collectively (but not those imposed by a 
manufacturer individually) to maintain resale prices (HMSO, 
Cmd. 7696). This was followed up by a White Paper of June 1951 
(HMSO, Cmd. 8274) announcing the intention of the Govern- 
ment to introduce legislation making illegal both the collective 
and the individual enforcement of resale price maintenance. 
The subsequent change of government prevented the realization 
of this intention. In June 1955 the Monopolies and Restrictive 
Practices Commission recommended the prohibition of collec- 
tive (but not individual) enforcement of resale price maintenance 
(HMSO, Cmd. 9504). 


Ь Pre-war figures refer to the whole of pre-war Germany. 


с Including mail-order houses which accounted for 3 per cent of total turnover 
in 1933 and 4 per cent in 1953. 


d 1937 for department stores and 1939 for chain stores. 
е 1952 for department stores and 1951 for chain stores. 


immediate effects on fostering price competition among 
ordinary private retail shops; horizontal price agree- 
ments are likely to take the place, to a large extent, 
of the price discipline imposed by manufacturers.*° 
More important effects are to be expected from com- 
petition between different methods of retail trade which 
are prepared to compete without being restrained by 
ties of loyalty. In this way the abolition of resale price 
maintenance may be an important step towards the 
rationalization of the structure of retail trade. 


Shifts in the structure of retail trade 


Table 67 shows that the structure of retail trade has 
remained remarkably stable over the last twenty years 
or so. In all western European countries, with the 
exception of the United Kingdom and Finland, the 
independent private retailer continues to account for 
a very large share of total turnover, and the increase 
in the importance of chain stores in the United 
Kingdom and the Netherlands, and of co-operatives 


А recent investigation of the method of price fixing in 
2,400 Swedish retail shops showed that, in spite of the abolition 
of enforced resale price maintenance, the prices suggested by 
manufacturers or trade associations were in fact followed in 
the large majority of cases. The percentage of compliance 
varied between 75 and 90 per cent for the various groups of 
commodities. See Frdn departement och ndmnder, No. 19, 
1955, p. 379. 
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TABLE 68 
Growth of self-service shops 


rr 


Date of first Number of 
Country self-service self-service shops 
shop 1953 1955 

Great Britain .... 1942 1 650-1 700 
Denmarke.. о. « 1949 80 
Могуау и: ... 1947 300 а ee 
Swedengte ses. 2). 1947 1 150 2 000 
отт 2...) 1950 25-30 
Netherlands ..... 1949 120 
Вет и. 1948 45 
IRPANCO ВА, ссср. 1948 1000 ue 
Western Germany . . 1948 150 §07 
АВА... 1950 15 


Sources : Western Germany: Der Volkswirt, October 1955; Norway: Om 
tiltak til 4 fremme rasjonalisering og okt produktivitet, St. meld. 83 (1954), 
p. 55; Sweden: Pris och Prestation i Handeln, SOU 1955:16, Stockholm; 
other countries: Cartel, October 1953. 


@ Beginning of 1954. 


in Norway and Switzerland, appear to have been the 
only important shifts that have taken place between 
the pre-war years and the years around 1950. 


However, the table does not reflect a more recent 
development which is highly significant from the 
point of view of saving manpower in retail distribution, 
namely the emergence of the self-service shops. The 
increase in their number has been very striking in 
several countries (as can be seen from Table 68) but 
it would appear that the potentialities for further 
development, once the novelty has worn off, depend 
largely on the possibilities of translating cost advan- 
tages into lower рпсез.* A necessary condition for 
this is the abolition of resale price maintenance. 


What has so far been said refers mainly to trade 
in food and other daily necessaries. In this field there 
seems to be some prospect of rationalization, if the 
obstacles to price competition can be removed. Retail 
trade in durable consumer goods presents different 
and in many ways more difficult problems. 


41 A competitive pressure of this kind might serve as an effective 
incentive for the small independent retailers to reduce costs. 
This should be possible to a very considerable extent, even 
within the present size-structure. Particularly promising possi- 
bilities are generally believed to exist in the form of voluntary 
chains for collective purchases by retailers. 


42“ | | only about 2 per cent of the grocery-type shops in 
Britain are self-service, even if they are estimated to do 5 per cent 
of the total trade. One reason why it is not more is that reduc- 
tion in price would be necessary (and possible) but this is made 
difficult, if not impossible, by resale price maintenance over a 
wide range of goods.” The Statist, 10 September 1955, p. 356. 


The tendency is for retail sales of durable consumer 
goods to spread over a very large number of outlets. 
Often the retailer is given exclusive rights for the sale 
of certain brands within a given area and, in return, 
he undertakes not to sell competing brands. This 
system seems to be of increasing importance in several 
countries, and the result is too many shops with too 
small a range, high margins and very low utilization 
of the capacity of both the personnel and the premises. 
From the consumer’s point of view the effect is not 
only high prices, but also a less transparent market. 
Sales of durable consumer goods make up a rapidly 
increasing part of total retail sales, and it is therefore 
a matter of some urgency to reduce the conspicuous 
waste of manpower in this part of the commercial 
sector. 


The shrinkage of the agricultural labour force 


In sharp contrast to developments in the commer- 
cial sector, the amount of surplus manpower in agri- 
culture has declined continuously during the post-war 
years. It is relevant to ask what are the possibilities 
of further transfers of labour from agriculture. 


Two different aspects of the rationalization of agri- 
culture need to be clearly distinguished. One is the 
question of reduction of hired labour, that is to say, 
the rationalization which can proceed within the frame- 
work of the existing farm structure. The other ques- 
tion is that of “external rationalization ”—i.e. the 
further reduction of manpower which is conditional 
upon changes in the farm structure itself. This is the 
problem of the small-scale farm. 


Reduction of hired labour 


Table 69 shows the decline during 1951 to 1955 in 
the numbers of hired workers and other people engaged 
in agriculture. Read in conjunction with Table 70, it 
gives an idea of the change in agricultural methods 
that has been taking place. The decline in the number 
of hired workers is all the more impressive if it is 
remembered that in most countries it is the continua- 
tion of a process which had already been going on 
for a number of years before 1951. 


43 One recent suggestion towards the solution of the problem 


is to supplement private retail trade in consumer durables by a 
kind of public utility, although not endowed with a legal mono- 
poly. The report of the Swedish Commission on Internal 
Trade, published in 1955, contains a minority statement, by 
Professor @stlind, which ventilates the idea of establishing, 
possibly under municipal régie, a central retail market in each 
town of a certain size. This market, or permanent fair, would 
have a full assortment of consumer durables, and it would 
have a legal right to be supplied by any manufacturer (or impor- 
ter) whose brands it wants to have on stock, and a legal duty 
not to refuse to deal in any brand a manufacturer wants it to 


carry. 
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TABLE 69 
Population engaged in agriculture 


period. 
а Decline between 1949 and 1954. 


Population engaged in 


Percentage decline since 


; : : Percentage 
agriculture in 1954 or 1955 preceding year decline 
between 1950 
Percentage of all d 1955 
Thousands males aged 15-64 1951 1952 1953 1954 1955 an 
in 1955 
oe Mint" wn oa Sal ieee 8 | ee eee eee 
Western Germany р 
Males: ее». Пе. 2 145 14 3 15 
of whom: Hired workers .... . 512 3 8 4 2 3 4 254 
Family workers}. . . . . 1 633 11 3 124 
Norway 
Males. .... eres ee BE: 210 19 2) 2 1 3 7 10 
of whom: Hired workers. . Be sau i 27 2 3 6 3 9 7 25 
Family helpers’: =) - 47 4 4 3 5 7 5 23 
Pemalese cares lca Gye sian 86 5 3 4 5 5 20 
Sweden 
Males р не | 450 * 19 2 
Males and females ........ 500 2 1 1 3 9 
of whom: Hired and family workers . . 180 * Re 14 
United Kingdom 
Malesiaees “ala Se ты ke 933 6 2: 7 2 1 2 9 
of whom: Hired and family workers. . 613 4 3 3 3 3 4 15 
ОЕ Ех Зо ар 119 3 7 5 Я — 11 
Denmark 
Мате часе 323 23 3 1 1 1 6 
of whom: Hired workers. ..... 96 9 —1 5 3 2 1 10 
Family Берег, и. 38 3 — 5 2 — 5 12 
Нега wth. centre treres cual? 49 2 11 9 2 & 23 
Austria 
Ма 494 с 22 34 34 
of whom: Hired workers. . .... 114 5 5 2 —2 3 6 14 
Ireland 
MalesSitne eer er, te ee 421 47 4 5 — 13 
of whom: Hired workers. ..... 104 12 9 1 8 —7 14 
Family Верегз. . . . . 317 35 2 3 3 2 12 
France 
а Ее 3 325 24 ]е 
нета ео в i eae 1812 12е 
Sources: National statistics. Ь Including owners and tenants. 
Norte. — The yearly figures for percentage decline refer to the summer ¢ Data refer to 1953. 


d Assuming that the decline of 6 per cent between 1951 and 1953 was regular. 
е Estimates based on the average annual decline between 1946 and 1954. 


The essential reason for this draining away of hired over the five years from 1950 to 1955 the number of 
labour from agriculture is the improved employment hired male workers in agriculture declined in many 
situation in urban occupations during and after the cases by 15 per cent or more, and concurrently with 
war. By raising the relative level of agricultural wages, this the numbers of tractors in use increased at an 
it gave a powerful stimulus to mechanization and annual rate of 20 to 30 per cent. 


apparently, once the ice was broken, the drive towards The connexion, even in the short run, between 
mechanization in agriculture gained a momentum of '| employment conditions generally and the rate of 
its own, largely independent of changes in the avail- decrease of hired labour in agriculture emerges fairly 


ability or price of hired labour. The tables show that _ clearly from Table 69. In several cases the process 
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TABLE 70 


Number of tractors used in agriculture 
Se ИИ ООС 


Number of tractors рег thousand ' Annual 
umber of hectares of agricultural land percentage Number Number 
Country о аа of men рег | of farms рег 
(Thousands) tractor stock tractor in tractor in 
1939 1950 1953 1954 1955 | since 1950 | 1954 or 1955 | 1954 or 1955 
ae ae ag ene eee Ne ee el | eee 
United Kingdom < 433 4 25 32 34 8 2 1 
Western Germany. ... . 371 4 10 21 26 A 27 6 4 
INOLWAY nese. eS. 30 3 11 17 24 29 21 7 6 
Sweden о ea. 115 4 12 19 22 24 15 4 3 
Switzerland 40. Ges 4: 21 7 15 18 20 23 9 12 7 
ета ро а. 58 1 6 13 16 18 25 6 4 
Netherlands Pe se eo 42 2 8 13 16 18 18 10 6 
Belgium 7 Sea 25 1 6 10 12 14 18 13 10 
Finland ait a ne eee tie НВ 38 1 4 8 10 13 27 11 7 
а о ро 38 0.5 3 8 9 fe 32 13 9 
О st ys 310 1 4 т 8 9 18 11 9 
Па а ее 125 2 3 5 6 19 45 aye 
О ее eis, 22 с 0.5 3 5 a ns 19 19¢ 15¢ 
CSTCECE оное ИЕ 8 0.2 0.5 0.6 0.8 0.9 12 160 
У sues ее. . 42 — 0.30.7 0.7 108 22 100 
оао 9 0.2 0.4 0.6 0.6 0.6 8 340 
брани сои 21 0.2% 02 50:42 10.55 26 230 


Sources : Yearbook of Food and Agricultural Statistics, FAO, information supplied by the ECE/FAO secretariat and figures communicated by the ECE Expert 
Group on Economic Development of Southern Europe. Figures for the number of farms are from European Agriculture—A Statement of Problems, ECE/FAO, 


Geneva, 1954. 


@ Tractors of 10 h.p. and over. 5 including forest tractors. 


slowed down in 1952 and 1953, only to continue with 
increased force in the following years of economic 
upswing. In some countries, among them the United 
Kingdom, Norway, western Germany and Austria, 
acute shortages of agricultural labour arose in 1955, 
and in the two last-named countries the import of 
foreign agricultural workers was contemplated. 


There are obvious limits to the decline of hired 
labour in agriculture, and the movement can hardly be 
expected to continue in the coming years at anything 
like the rate of the past few years. It can also be seen 
from Table 69 that hired labour in agriculture is now 
of only minor importance as a source of additional 
manpower for urban occupations: typically, what 
remains of hired male workers in agriculture amounts 
to no more than 3 to 5 per cent of the total number 
of men in the active age groups. 


The farm structure 


While the rationalization of agricultural work on 
larger farms employing hired labour has thus made big 
strides, the hard core of the problem of surplus labour 
remains in the form of a farm structure which in most 
of western Europe is out of line with modern agri- 
cultural techniques. 


с 1953. 


Table 70 gives some idea of the obstacles to technical 
progress represented by the predominance of small 
farms. A comparison of the numbers of tractors per 
unit of land with the numbers of men per tractor 
suggests that the United Kingdom is the only country 
where the labour-saving possibilities of the tractor 
have been fully utilized, the number of active men per 
tractor being no more than two. In several other coun- 
tries the number of tractors per unit of land is nearly 
as high as in the United Kingdom, but the predomi- 
nance of the small farm is reflected in a far higher 
number of men per tractor, which suggests a rather 
low degree of utilization. 

Table 71 throws some further light on the potential 
gains that might be expected to result from a rationali- 
zation of the farm structure. According to these data 
the output per unit of labour input on farms of 30 to 
50 ha. would appear in Norway and western Germany 
to be some 25 per cent higher than on farms of 2 to 
10 ha. In Sweden, the difference is even much bigger, 
and it will be seen that the gap has widened con- 
siderably since the immediate post-war years. It must 
be added that the farms of 2 to 10 ha. account in 
western European countries for around two-thirds of 
the total number of farms and around one-third of 
the agricultural area. 


TABLE 71 


Indicators of output per unit of labour, by size of farm 


Sweden 


Norway 


Western Germany 
(Schleswig-Holstein) 


Size of farm 


Net income @ per hour of work Gross output per unit 
Sad (Index, farms of more than 50 hectares=100) aT Pi ete fe ee rs 
1945/46 1951/52 | 1952/53 Oe 

Зое 64 53 74 9 63 
о 76 59 76 17 70 
10-20 Fas. facts 86 70 80 29 83 
20-30-65... ae 105 82 85 100-200 100 
30-50 ee es 103 95 93 200-400 107 
50. and over 1005 1005 100 400 and over 92 


Sources : Sweden: Det mindre jordbrukets mdjligheter att uppnd battre lénsamhet (The possibilities of increasing the profitability of small-scale agriculture) 
SOU 1955: 7, р. 60; Norway: Om retningslinjer for utvikling av jordbruket (Lines of development for agriculture), St.meld. nr. 60 (1955), p. 13. Western 
Germany: Hans Stamer, “ Die wirtschaftlichen Auswirkungen der landlichen Siedlung ”, Kieler Studien, No. 32, 1955, р. 84. 


а Net of interest on capital, whether owned or borrowed. 
Ь Farms with 50 to 100 hectares. 


Powerful institutional and political obstacles stand 
in the way of a rationalization of the farm structure. 
There is a widespread belief that it is desirable to have 
a sizeable group of independent farmers—a belief 
buttressed by the strong desire of farmers’ parties to 
maintain their electoral support. In those countries— 
notably Sweden, Norway, Finland and Switzerland— 
where price support policies for small-scale farmers 
have been developed, these of course serve to put off 
the time when it becomes imperative to increase the 
size of farms. Nevertheless, the need for positive 
policies is being increasingly felt, but it is only in 
Sweden and, very recently, in Norway that some steps 
have actually been taken. These consist essentially in 
legislation giving the government a right of pre- 
emption for agricultural land with a view to adding 
dwarf farms together into more appropriate units. It 
would seem that such measures can provide for only 
a very slow process of change in the agrarian structure.** 


The flight from small farms 


What has been said so far might seem to suggest 
that there is little chance of progress, within a foresee- 
able future, towards a solution of the problem of the 
small farm. But this may be too pessimistic a view to 
take. There are many signs of a fundamental change 


“Тре Swedish programme of “external rationalization ”, 
started in 1948, envisaged the transformation, over a period of 
25 to 30 years, of the majority of the 200,000 farms of 2 to 10 ha. 
into larger units. The actual annual decline from 1944 to 1951 
in the number of farms within this group was only slightly more 
than 1 per cent. 


in the attitude of the younger generations towards 
the toilsome existence on farms which are too smail 
to permit the economical use of mechanical equipment. 


It is highly significant in this respect that, as seen 
in Table 69, the relative decline in the number of 
male family helpers has been almost as marked as 
that of hired labour. This group includes, of course, 
sons who in the normal course of events would have 
been expected to take over the farm. The tendency to 
refuse hard farm-work is even more pronounced 
among women. It was seen in an earlier part of this 
chapter that already by 1950 the numbers of active 
women in agriculture had declined drastically. 
Table 69 shows that in several countries this tendency 
has continued; and when no young women can be 
hired for work in the farm household the position for 
the farmer’s wife, even on a middle-sized farm, 
becomes difficult. The result can be seen in a dramatic 
form in some districts in France where, in the villages, 
there are four or five young men to each woman of 
marriageable age. In such conditions the tendency of 
the men to leave agriculture cannot help being further 
accentuated. 


Unfortunately, statistics are not yet available to 
show whether or not these tendencies have already 
produced some change in the farm structure, through 
the abandonment or combining of very small farm 
units, during the five years since general agricultural 
censuses were last taken. But in any case there is 
sufficient, though scattered, information from several 
countries to suggest that it is doubtful whether there 
will continue to be a sufficient number of young 
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farmers able and willing to take over those farms which 
are too small for rational agriculture.* 


The problem of adapting the farm structure in 
western European countries to the requirements of 
modern agricultural methods may thus prove, in the 
somewhat longer run, to be less intractable than has 
often been thought. If the supply of vacant small-scale 
farms tends to outrun the demand from prospective 
holders, this would seem to provide a unique op- 
portunity for policies to facilitate the development of 
a more desirable farm structure. This would probably 
require flexible policies governing the purchase and 
lease of land and, as a corollary, policies of industrial 
location aiming at a smooth transfer of labour released 
from agriculture.** The obvious pre-condition for such 
a development to be possible and, indeed, desirable is 
that a high level of employment outside agriculture be 
maintained. 


Obstacles to the industrialization of building 


The building industry is another important sector 
in which special institutional factors have made 
productivity lag far behind the standard made possible 
by recent technical progress. As in the case of agricul- 
ture and retail trade, the problem can largely be seen 
as that of the persistence of a size of enterprise too 
small for the application of modern methods. The lack 
of progress in building productivity is all the more 
striking in view of the shortage of skilled building 
workers in the post-war years and the active interest 
shown by governments in promoting the construction 
of dwellings. 


45 A recent French inquiry showed that nearly 50 per cent of 
the farmers with more than 30 ha. considered the succession 
by one of their sons as assured. For farms with less than 10 ha. 
the corresponding figure was below 30 per cent. In Sweden, 
it is held that the tendency to mechanize even very small farms 
where mechanization is plainly uneconomical is partly explicable 
as a means of persuading the young people to remain on the farm. 
In western Germany, there is a clear tendency towards aging 
of the male farm population, and the claim of farmers’ sons to 
be paid an ordinary wage is another indication of a change in 
attitudes. In Austria, the urge to mechanize, in order to keep 
the young on the farm, is reported to have given new impetus 
to the consolidation of fragmented farms. In Norway, it is 
reported that the farmer and his wife are often left alone on the 
farm with no son to take over in due course. 


Of course, this does not apply to the countries of southern 
Europe. Another important exception is the Netherlands, 
where the situation is one of population pressure in agriculture. 
In some parts of the country the number of boys aged 15 or 
under in agricultural families is 20 or more per 100 ha. of arable 
land. The comparable figure in most parts of France is less 
than 7, in Denmark somewhere between 4 and 5. See W. 
Steigenga, Industrialization—Emigration, the Consequences of the 
Demographic Development in the Netherlands, The Hague, 1955. 


46 These problems were discussed in more detail in European 
Agriculture—A Statement of Problems, ECE/FAO, Geneva, 1954, 
Chapter 3, and in the Survey for 1954, Chapter 6. 


Only scattered information is available on the 
development of productivity in the building industry 
as compared with the period before the war, but it 
seems clear enough that the increase, if any, has 
nowhere been considerable. In the United Kingdom, 
for example, building productivity in 1954 was 
estimated to be still some 4 per cent below the level 
of 1939. For the building of dwellings in Stockholm 
it has been estimated that around 1950 output per 
man-hour was no higher than in the middle ’thirties. 
In the last few years, considerable improvement seems 
to have taken place, notably in Sweden, western 
Germany and Switzerland, owing largely to the 
increased use of mechanical equipment, but on the 
whole this is no more than a beginning.*” 


Several reasons can be adduced to explain why, as 
it seems, modern methods of production have so 
slowly and incompletely permeated the building 
industry, or, in other words, why it has been possible 
for the small-scale enterprise to survive. Not only is 
the building industry safe against foreign competition, 
but, throughout the post-war years, marked by 
shortages of materials and skilled labour and by 
government policies aimed at full utilization of the 
available resources, the building industry has enjoyed 
handsome profits, and the lowering of costs has in no 
way appeared as a condition of survival for the in- 
dividual building firm. This is not to say that there 
had been much incentive for technical progress in the 
inter-war period of highly fluctuating employment in 
the building industry: the insecurity of demand at that 
time tended to discourage investment in the building 
industry, and the fear of unemployment naturally 
made for strong workers’ resistance against rationaliz- 
ation. 

It is perhaps not so illogical as might appear that 
both the insecurity of unemployment and the security 
of full employment should prove inimical to technical 
progress in an industry which is imbued with craft 
traditions, scattered in very small units and yet held 
together by a network of monopolistic agreements, 
among which the control of tenders has a prominent 
place. 


Restrictive practices 


If, on the one hand, it is understandable that the 
continuously high level of employment has had no 


47 One indication of the potentialities of raising productivity 


even in traditional construction is the wide variation in man- 
hours spent on identical houses, In the United Kingdom, a 
post-war investigation on man-hours used on site in building 
a three-bedroom house of traditional construction showed a 
frequent variation of 40 per cent above and 40 per cent below 
the average. (See Productivity in House-building, Second Report, 
National Building Studies, Special Report No. 21, HMSO, 1953.) 
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major effect in stimulating the employers in the 
building industry to rationalize, it could be expected, 
on the other, that full employment would lessen, if 
not completely eliminate, the restrictive practices of 
trade unions and workers. These practices have 
traditionally found their favourite field of application 
within the building industries, the most important 
examples being the strict reservation of certain 
operations for specific categories of skilled workers, 
prohibition against the use of prefabricated parts, 
bans on overtime and on piece-rates and “ merit 
money ”, apprenticeship rules and rules concerning 
the minimum manning of machines. 

The advent of full employment has, in fact, had 
important effects in attenuating these practices. 
A conspicuous example is the “ dilution ” agreements “8 
concluded in the United Kingdom since 1940. Origin- 
ally, assurance was given to the trade unions that 
this would be regarded as only a temporary war-time 
measure, but the agreements have since been pro- 
longed, although the “ dilutees” continue to be subject 
to the rule of “last in first out”. In Denmark, 
however, the demarcation of work reserved for the 
different categories of building workers continues to 
be extremely rigid. In Norway, no change has taken 
place in the system of reserved work, but the shortage 
of skilled workers has been much attenuated by the 
possibilities of the semi-skilled, with a certain seniority, 
being accepted as a skilled worker without previous 
apprenticeship. A far more important obstacle in 
Norway is the legal monopoly, unique it seems in 
Europe, given to masters in the building crafts.” 

Although the restrictive practices have been attenu- 
ated in some cases it still remains true that the whole 
system of sharply separated building crafts makes for 
a conservative attitude towards new methods of 
building and is a hindrance to the rational planning 
of work on the building site. It is a frequent experience 
that even where building is undertaken on a large 
scale, with several hundred dwellings being built 
under a single contract, it has not been possible to 
get beyond the traditional arrangement of the work 
processes and to take advantage of the latent possi- 
bilities of large-scale production. 


Form of wage payments 


The change in workers’ attitude to productivity 
when employment is secure is further illustrated by 


**“ Dilution” is the accepted term for the opening of hitherto 
reserved work to unskilled or semi-skilled workers. 

ag This is a monopoly for each single craft, comparable to that 
existing, for reasons of safety, with regard to electrical installa- 
tions in other countries. A revision of the law is being contem- 


plated expressly in order to promote rationalization in the 
building industry. 


the acceptance by the British building workers of the 
system of piece-rate payment, which before the war 
used to be strongly resisted. While the piece-rate 
system is in general likely to stimulate efficiency, it 
also has its drawbacks. It often hinders the shift- 
ability of workers on the site,®° and it may also lessen 
the employer’s interest in the efficiency of the worker.* 
More important, the system of piece-rates may 
reduce the incentive for technical innovations: there 
is a tendency, when piece-rates have to be fixed for 
new procedures, to fix them in such a way that the 
wage-cost per unit of output, rather than per unit 
of working-time required, remains unchanged. This 
may be a very important deterrent to the introduction 
of new methods, and once an unrealistic piece-rate 
has been fixed, there is likely to be much resistance 
against correcting it, especially in a period when the 
general wage-level is fairly stable so that the correction 
would involve an absolute decline in the piece-rate 
for the new procedure.** Both in Sweden (1941) and 
in Norway (1953) it has been suggested that there 
be created a permanent council, under the auspices 
of the central workers’ and employers’ organizations, 
to supervise the fixing of piece-rates in the building 
industry. So far, however, no steps in this direction 
seem to have been taken. 


The need for special initiatives for rationalization 


It has been mentioned that, with active housing 
policies being pursued ky most governments, the 
position of the building industries is, in a sense, too 
secure, so that there is insufficient incentive to utilize 
fully the possibilities for rationalization. It would 
seem natural, therefore, for governments to frame 
their policies with regard to building—be it licensing, 


°° See У. Г. Allen, “Incentives in the Buiiding Industry”, 


The Economic Journal, September 1952. The author, himself a 
former bricklayer, concludes that the successful application of 
piece-rates largely depends on the introduction of modern 
methods of “ batch-production ” in building. 


_* This disadvantage may be avoided by systems of mixed 
time- and piéce-rates. 


* An example may show how slow the process of adjust- 
ment can be. In Stockholm, the piece-rate per square metre of 
light concrete wall was in 1934 put at almost exactly the same 
price as for an ordinary brick wall, although the working time 
ordinarily required for the light concrete wall is no more than 
from 35 to 60 per cent of that used for the brick wall. Since 
then, the piece-rates have only slowly and very partially been 
adjusted to reflect this relationship: 

Brick wall Light concrete Relationship 
wall brick wall = 100 
Piece-rate in Кг, рег т? 


То лю оо, 1.66 1.70 102 
1941 oye а 2.04 1.87 92 
MOAT) sth, р с 2.21 1.93 87 
ОО, Бань юр 2.83 2.25 80 


Source : Meise J acobsson, Rationaliseringsmdjligheter vid bostadsproduktion 
(Possibilities of Rationalization in the Production of Dwellings), 1952 (roneoed). 
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subsidies, loans or building on account of public 
authorities—in such a way as to provide the necessary 
Incentive for modernization of the building industry. 


This would require a change in the system of public 
loans and subsidies in several countries. For instance, 
in the United Kingdom, the Netherlands and Italy 
public funds at favourable terms are granted in 
proportion to actual costs and cover a large share of 
the total. This system is likely to reduce the builder’s 
interest in lowering costs. Subsidies and public loans 
granted according to certain fixed amounts per dwel- 
ling or per unit of floor space would at least avoid 
this undesirable effect. Such systems have been used 
to some extent in several countries, including Norway 
and western Germany. A ceiling for the costs of 
subsidized dwellings and control of costs by the 
authorities, as has been tried in France in the last few 
years, may also act as an incentive to cost reduction.®* 
The modernization of building methods could also 
be promoted by giving higher subsidies or loans up 
to a higher percentage to those who use new methods.*4 
Finally, the building industry would seem to be a 
field where officially sponsored publicity could be 
particularly effective.® 

53 “ Slowly but steadily the French building industry opens its 
windows to progress... The progressive reduction of the price 
ceilings imposed for loans from the Crédit foncier seems to have 
played a major role. Many builders who formerly thought it 
was not possible to build at less than 2 million francs per dwel- 


ling have lowered their prices, reduced their margins, improved 
their methods.” (Le Monde, 20 September 1955.) 


54 This was recently proposed in Belgium together with a 
suggestion to create a technical centre which would screen all 
building plans for which a public loan is asked. See Le Progrés 
social, No. 43, March 1955. 


55 “ Costs can be reduced if ... the number of firms in the 
industry is ruthlessly reduced by the frequent publication of 
cost figures etc., making it impossible for high-cost firms to 
survive... ” (lan Bowen, “ The Case for Rationalization of the 


5. UNEMPLOYMENT 


Post-war experience, especially in the United King- 
dom, Norway, Sweden and Switzerland, has led to a 
revision of opinions about the maximum of registered 
unemployment that can reasonably be considered 
compatible with the concept of full employment. 
Likewise, during the recent years of expanding 
employment in western Germany, statements to the 
effect that unemployment had now reached its incom- 
pressible minimum have regularly been proved wrong 
by subsequent events. 

The minimum of frictional unemployment with 
which an economy can live without serious disor- 
ganization in the labour market depends on the 
degree of mobility and flexibility of the labour force, 
geographically and among industries, professions and 


x 
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The preceding survey of problems of rationalization 
in the low-productivity sectors has shown that some 
form of government support is the rule. It may take 
the form of support prices or duties to protect small- 
scale agriculture, cheap loans to make new dwellings 
accessible in spite of high costs or—a more indirect 
support—lenient tax treatment, for instance, of small- 
scale retail trade. It is important to note that these 
support measures are most often framed in such a way 
as to make it possible for the inefficient firms to survive 
without change in methods. 

To be sure, the opposite method of promoting 
rationalization through mass bankruptcy is undesir- 
able and unacceptable under modern conditions. But it 
should be possible to develop policies which avoid both 
extremes. What is needed, it would seem, is a clearer 
distinction between the desirable aim of defending the 
owners of small-scale enterprises against hardship and 
the undesirable one of permanently providing. sub- 
sidies, either direct or indirect, to their enterprises. 
This is, of course, no easy distinction in practice. One 
way would be to discriminate, in the support policy, 
in favour of those who show initiative for improving 
productivity. Another method which may often be 
possible is to induce, or even compel, the inefficient 
firms to close down against the payment of an 
appropriate compensation. Under conditions of 
full employment, when alternative and more pro- 
ductive jobs are available, the cost of such com- 
pensations might in the longer run prove to be smail 
compared with the community’s gain from structural 
rationalization. 


Building Industry ”, The Manchester School of Economic and 
Social Studies, No. 2, 1951). 


AND LABOUR MOBILITY 


firms. Three aspects of this question are dealt with in 
this section—seasonal unemployment, local pockets 
of unemployment, and vocational training. The role of 
wage differentials in relation to labour mobility will be 
taken up in a later section, in connection with the 
broader problem of wage policy under full employ- 
ment. 
Seasonal unemployment 


The size of the problem 


The extent to which unemployment in western 
European countries continues to vary with the season 
can be seen from Chart 10. On the basis of experience 
over the years 1951 to 1954, unemployment each 
month has been expressed as a percentage of the annual 


CHART 10 
Seasonal pattern of unemployment in western Europe 


Average unemployment 1951-54= 100 


WESTERN GERMANY AUSTRIA DENMARK < 
JOR МАМ J UMARS ОМ DJL RMEAUME У УЖАСОМ 
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Sources and methods : See Appendix С. а Building does not cover civil engineering. 


45 


TABLE 72 
Relative importance of work lost by seasonal unemployment in the period 1951 to 1954 


Countries 


Agriculture Building 


FAUST CEN gael A wats: : . 1.4 
Western Сегтапу. .... 3.3 9.1 1.2 
Menmarke” aie. С: 2.0 11.9 12 
Belen eres а 11.3 333 0.9 
па ЗО Зо. fed 2.345 1.2 
Мосуауь в. = 12 3.6 0.5 
ЕН ео 4.0 3.3 0.4 
France@*. 9, = 0.2 0.3 0.3 
И Pa oi. ree aie 0.4 257 0.2 


а Е L : 0.2 


Sources and Methods : See Appendix C. 
а Unemployment data refer to applicants for work. 
5 Based upon data for 1953 and 1954 only. 


average for all workers and for some important 
categories of workers.*’ It must be stressed that the 
chart shows only the amplitude of the seasonal swings. 
In order to measure the importance of these swings, in 
terms of work lost, the general level of unemployment 
must be taken into account. This has been done in 
Table 72, where the relative importance of seasonal 
unemployment is shown. The method chosen was to 
compare the actual annual average of unemployment 
with the situation that would have existed had 
unemployment throughout the year been at the level 
of the most favourable month. 

It appears from the chart that there are seven 
countries (the four northern countries, the Nether- 
lands, western Germany and Austria) where unem- 
ployment continues to show a marked seasonal swing, 
but a comparison with Table 72 shows that the impor- 
tance of seasonal unemployment in terms of work lost 
varies considerably among these countries. It is high 
in western Germany, Austria and Denmark; in 
Sweden, it seems to have been almost eliminated; and 
in Norway, Finland and the Netherlands it is of very 
limited importance.*® 


57 In other words the charts show seasonal indices of unem- 
ployment obtained by the method of moving averages from data 
covering the years 1951 to 1954. 

58 Owing to differences in the unemployment registration 
coverage the figures in Table 72 tend to over-state somewhat the 
magnitude of seasonal unemployment in Belgium and Denmark 
as compared with Sweden, but correction for this factor would 


10 


Difference between annual averages and 
the seasonal low of unemployment 


Percentage of wage and salary earners 


All other 
activities 


Annual average of man-years lost owing to 
seasonal unemployment 


Percentage distribution of total loss 


Th 
ousands through seasonal unemployment 


All other 


Total Agriculture Building activities 


й 52 41 
2.0 341 10 40 50 
1.8 32 12 42 46 
19 29 21 24 55 
1:3 16 13 19% 68 
1.0 10 10 50 40 
0.8 23 30 30 40 
0.3 35 


с Does not cover workers in civil engineering. 
Я Unemployment data refer to unsatisfied applications for work. 


In comparison with the countries just mentioned, 
the amplitude of the seasonal swing appears to be 
moderate in Belgium, but since the general level of 
unemployment is high, the quantitative importance of 
seasonal unemployment—as here defined—is not 
negligible. 

Finally, in the United Kingdom, France and Italy, 
unemployment shows no marked seasonal variations; 
however, it is doubtful whether registered unemploy- 
ment in the two latter countries truly reflects the 
seasonal pattern even of urban unemployment. Rural 
unemployment—and under-employment—is very large- 
ly determined by seasonal factors, but it is only to 
a minor extent that it shows up in registered unemploy- 
ment. 

Apart from agriculture, seasonal unemployment is 
highly concentrated in the building industry. In all 
the countries shown in the chart the amplitude of the 
seasonal swing is greater for the building industry than 
for the average. A curious thing, which calls for an 
explanation, is that even among the countries with a 
very low average unemployment, there are wide 
differences in the degree to which the problem of 
seasonality in building has been solved. 


not substantially change the picture. For a comparative analysis 
of seasonal unemployment in Denmark, Norway, Sweden and 
the United Kingdom, see Beskaeftigelsens Saesonsvingninger 
(Seasonal Variations of Employment), published by the Danish 
Labour Market Commission, 1953, pp. 118 ff. 
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Policies against seasonal unemployment 


It was logical, in a way, that little attention was 
given before the war to the problem of combating 
seasonal unemployment. Indeed, when unemployment 
generally is high, seasonal swings may even be wel- 
comed as contributing to a somewhat more even 
distribution of the burden of unemployment. In any 
case, the question is unlikely to be seriously considered 
before there is otherwise full or nearly full utilization 
of the labour force, so that the seasonal slack appears 
as an avoidable waste of resources. 


It is mainly in Norway and Sweden that policies for 
reducing seasonal unemployment have been developed. 
In the United Kingdom, special policies to deal with 
seasonal unemployment have on the whole not 
appeared to be песеззагу, 5 and in Denmark the figures 
in Table 72 show clearly enough that little has been 
achieved. In Finland, Austria and western Germany, 
it is only quite recently that the question has come up 
for discussion. 


There are two main ways of combating seasonal 
unemployment: first, by measures to facilitate the 
seasonal transfer of workers between industries with 
complementary seasonal patterns; and second (prob- 
ably the more important where climatic and other 
natural factors are not at the root of the matter) by 
encouraging or enabling seasonal industries to main- 
tain a more even rate of activity throughout the year. 
There is, of course, also the less constructive method 
of providing relief work for the seasonally unemployed. 


Promotion of seasonal mobility 


Climatic conditions are of particular importance for 
the seasonal pattern of employment in Norway, 
Sweden and Finland. It is fortunate, however, that 
the seasonal peaks and troughs are largely complement- 
ary: forestry has its peak season in winter, simultane- 
ously with the most slack period for agriculture, 
building and civil engineering. Much can be achieved, 
therefore, by facilitating the transfer of workers among 
these occupations. Local employment services in 
Norway and Sweden have been efficiently organized 
to take care of this, and there is a regular movement 
in the winter of building workers, and to some extent 
agricultural workers, into lumbering and other forestry 
work, and, in Norway, into the fish packing and 
canning industry which also has its peak season in 
winter. There is a similar movement in Belgium, 
where construction workers go into the mines in winter. 


The methods employed to facilitate these movements 


a In the inter-war period, too, seasonal unemployment was 
relatively unimportant in the United Kingdom. 


are, on the one hand, travel allowances and grants for 
extra lodging expenses,® and, on the other, measures 
to facilitate the training for an additional occupation 
of workers in typically seasonal industries. 


Stabilization of seasonal industries 


Seasonal variations in manufacturing industries are 
generally limited to three branches: building materials, 
the processing of perishable foods, and textiles. In 
the first case, the seasonal variation is largely a 
reflection of the variation in building activity, and its 
elimination would appear to depend mainly on the 
stabilization of building work.®! In food processing 
a smoother flow of production may sometimes be 
obtained by diversification. In the textile industries 
the seasonality shows up in the working of short hours 
rather than in outright unemployment. The system 
of working shorter hours in off-season or of spreading 
the burden of unemployment through rotation arrange- 
ments may be a convenient, and costless, method for 
an industry to keep a fringe of labour at its disposal, 
ready to meet any seasonal or cyclical rush. But in 
times of otherwise full employment it clearly represents 
a waste of manpower. 


The possibilities of smoothing out the seasonal 
variations in agriculture are limited. In the building 
industry, however, it would seem that there are no 
good technical reasons why seasonal variations should 
be as pronounced as they actually are. The very fact 
that some countries—notably the United Kingdom 
and Sweden—have largely solved this problem, while 
others, among them Denmark, Austria and western 
Germany, have not, seems to be sufficient evidence 
that the problem of seasonal variations in building is 
one of institutional rather than natural barriers. 


One method of reducing seasonal unemployment of 
building workers is to concentrate public building and 
construction works in the winter season. Steps in this 
direction have been taken very recently in several 
countries. In Finland, it was decided to reserve for 
the winter.a fairly important part of public building 
which would normally have been undertaken in the 
summer of 1955. In Austria and western Germany, 


‘3 Similar travel grants are paid in the United Kingdom. The 
travel allowances paid in the Netherlands concern mainly non- 
seasonal labour, since it is an explicit condition of payment that 
the move should, in principle, be permanent. 


halt has been suggested in western Germany (by the Deutsches 
Institut fiir Wirtschaftsforschung) that public authorities should 


purchase building materials during the winter and carry the 
costs of extra storage. 


62 For instance, fish-canning factories in western Norway have 
been able to maintain activity in the quiet season by canning 
fruit and vegetables. 
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where the now remaining unemployment is largely 
seasonal, the governments have been severely criticized 
for not concentrating public works in the winter 
months. In the summer of 1955, the Austrian Govern- 
ment decided to postpone until the winter 20 per cent 
of public building projects. In Norway, the regula- 
tions for central government contributions to special 
municipal works were changed in 1955 with a view to 
combating winter unemployment. 


Winter building 


Another line of attack is to promote the continuance 
throughout the year of ordinary private building 
activity. In those countries where building is subject 
to licensing, as part of a system of investment control, 
this can be effectively used to avoid excessive pressure 
in the summer, as well as to keep up activity in the 
winter months,** and the seasonal pattern of building 
activity can be influenced also by co-operation between 
employment authorities and government agencies in 
charge of the granting of building loans.®* Otherwise, 
the question is largely one of encouraging winter 
building through expert advice and special campaigns. 


Experience seems to show that the additional cost 
of winter building is unimportant. In Sweden, the 
extra costs—which are covered by government sub- 
sidies—are estimated to be somewhere between 3 and 
5 per cent. In the United Kingdom, it is normal for 
building activity to continue unaffected by the winter 
weather, although no subsidy is paid. The high level 
of employment in Sweden and the United Kingdom 
has undoubtedly been an effective incentive to over- 
come the difficulties of carrying on in the winter 
months. In particular, building firms have been 
reluctant to lay off skilled workers in the late autumn, 
knowing that spring was not far away, when there 
might be no workers to recruit. 


This motive has been largely absent in Denmark, 
Austria and western Germany, and this may help to 
explain the sharp contrast with Sweden and the 
United Kingdom. The Danish authorities have in 
recent years made some propaganda and arranged 


ез Another suggestion for facilitating a more desirable seasonal 
distribution of public works in Austria was to introduce more 
flexibility in the budgetary system by enabling public bodies to 
spend unused appropriations after the end of the budget year. 


64 Building licensing continues in force in Norway and, toa 
certain extent, in Sweden where control over house-building is 
retained explicitly with a view to securing continuous employ- 
ment. Licensing was re-introduced in the Netherlands in the 
summer of 1955 as far as industrial buildings are concerned and 
tightened for other buildings except dwellings. 

65 On the other hand, there have been frequent complaints 
in western Germany that the start of the building season in early 
spring was delayed by technical deficiencies in the system of 
building finance. 


experiments to persuade building enterprises to carry 
on throughout the winter months, but so far with very 
meagre results. The trade unions in the building 
industry have shown little interest in the matter. The 
habit of being idle in the winter months is part of the 
age-old folklore of both employers and workers in the 
building crafts, and the loss in annual earnings is 
compensated by a traditional differential in hourly 
earnings as compared with other skilled workers. 
More recently, the policy of holding back on total 
building activity has further reduced the interest in 
winter building in Denmark. 


In other countries with considerable seasonal 
unemployment, some initiatives have recently been 
taken to promote all-year building. 


Peak-load employment 


So far, the discussion has been concerned mainly 
with the question of seasonality in industries which 
have a particularly slack season. The converse 
phenomenon of a special peak-load period at a certain 
time of the year gives rise to somewhat different 
problems. The main examples are the harvesting 
season in agriculture and the seasonal peak in the 
tourist industries. Such a heavy concentration of 
demand for labour in a short season is particularly 
awkward if it implies, as it often does, that the man- 
power required has to be kept unemployed, or under- 
employed, during the rest of the year. 


Under sustained full employment recruitment to 
such short-term seasonal work naturally becomes 
difficult; at the same time, however, the very fact that 
jobs are plentiful makes it possible to arrange for a 
solution which would be impossible—and have 
anti-social effects—under conditions where opportun- 
ities for work are scarce and therefore guarded with 
jealousy by those who can claim a right to them. This 
solution is to take in for jobs of short duration, often 
during summer holidays, people not normally in the 
labour force, such as students, school-children and 
soldiers. 


This method of dealing with the question of peak 
employment has become increasingly frequent in the 
United Kingdom, Norway and Sweden. In the two 
last-named countries, labour exchanges assist in finding 


в In Belgium, the Productivity Centre is organizing informa- 


tion conferences on methous for all-the-year-round building, and 
in the autumn of 1955 the Dutch Government decided to sub- 
sidize the experimental construction of 544 dwellings during the 
winter 1955/56. In Norway, recent efforts have been directed 
mainly towards enabling small and medium building-firms, 
through joint planning, to reduce the extra costs of winter 
building. In western Germany, the 11-point government decla- 
ration on economic policy of October 1955 mentioned plans to 
extend the building season from 9 to 11 months. 
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TABLE 73 


Unemployment in selected regions of Western European countries 


Percentage of unemployment Share of each region 
; ee о in total unemployment 
Country and region kak in 1955 
Feb. Sept. Feb. Sept. population 
1951 1951 1955 1955 Feb. Sept. 
United Kingdom 

155) 1.0 5 1.0 100 100 100 
MidlaridS'. Ее 0.5 0.5 0.5 0.5 9 3 4 
Northern) Ireland) ee ne 6.5 5.0 Tes) =e) 3 12 12 
NOFWO)V 2a ок 215 0.5 BLS) 0.5 100 100 100 
"Akershus: ее 1.0 0.0 0.5 0.0 6 1 1 
TTOMS ee г. Lies 1.0 10.5 1.5 4 12 8 
Netherlands съ ов ооо 3.5 5 1.0 100 100 100 
Tim DUT esate nee «ce ieee cls le 2.0 ES) 0.5 7 3 5 
Groeningen and Friesland 6.0 2.5 1.0 9 21 14 
Deninark аи а 14.5 6.0 17.0 6.0 100 100 100 
Greater Copenhagen. .... 8.0 6.0 8.0 4.5 23 17 28 
Ао АЛЬ Иер a 6 8 a 8 6 31.0 8.5 30.5 8.0 11 16 13 

Belsivin te tae ee ee ee oe 13.5 10.55 15.0 6.0 100 100 1005 

а a an. (Se 515 4.05 8.0 3.56 11 7 76 

АЗ Е о 5 5 5 wo 23.0 16.56 28.0 11.55 12 18 185 
Western Germany ....... 10.5 UES 10.0 250) 100 100 100 
Baden-Wiirttemberg .... . 13 8 5 


Schleswig-Holstein. ..... 


Sources : See Appendix С. 

Note. — Owing to differences in definitions, the unemployment per- 
centages shown in this table are not strictly comparable between countries, 
nor are the country totals directly comparable with those shown in Table 1. 


farm work for school-children and students during the 
summer holidays, and in Norway, the urban as well as 
the rural schools are free to grant one or two weeks 
leave for individual pupils or whole classes, when the 
need for harvesting labour makes it desirable. In the 
three countries mentioned, and especially in the United 
Kingdom, labour exchanges also assist in employing 
students for holiday work in manufacturing industries. 


It is no small advantage of full employment that it 
makes it possible—and acceptable for trade unions— 
to mobilize such extraordinary reserves of manpower, 
whose work has a low, if not negative, disutility, while 
its usefulness may be considerable because it serves to 
avoid costly closing-downs or transfers within the 
normal labour force. 


Regional pockets of unemployment 


If unemployment had really been reduced to the 
bare minimum of frictional unemployment, Из 


@ The figures cover men only. 
Ь The figures refer to the month of July. 


distribution by geographical, occupational, industrial 
or personal criteria would be expected to reveal no 
important and persistent concentrations of unemploy- 
ment in special regions or categories of workers. 


No western European country can fully pass this 
test of the absence of structural unemployment. Even 
in those countries where the over-all percentage of 
unemployment is extremely low, regions or districts 
are found where unemployment remains at a 
rather high level year after year and even in the best 
season. 


Some information on regional unemployment has 
been brought together in Table 73. The table is 
selective and illustrative and shows for each country 
one district with particularly low and one with particu- 
larly high unemployment. Owing to the lack of 
suitable break-downs in unemployment statistics, it has 
not been possible to list all the “ problem districts ” or 
to show in a precise and comparable way the quantita- 
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tive importance of regional unemployment in the 
different countries. Except in the Scandinavian 
countries, where unemployment is heavily concen- 
trated in the northernmost regions, the problem areas 
are often found within small districts not specified in 
unemployment statistics. In some cases, comparatively 
large regions had to be chosen which include also 
localities where the employment situation is on the 
whole satisfactory, so that the figures in the table 
sometimes under-state the degree of concentration of 
regional unemployment. It must also be noted that 
the table provides only one criterion—that of registered 
unemployment—for the existence of regional problems. 
Though economic backwardness or depression in 
certain regions would normally show up in relatively 
high unemployment figures, this is not invariably so. 


Two main types of regional unemployment should 
be distinguished. In some cases the high level of 
unemployment is due to the fact that the old-estab- 
lished industries in a particular region are in structural 
decline and new ones have not been started. Examples 
of this are Northern Ireland, western Flanders and 
the Vosges district in France with stagnating or declin- 
ing textile industries. In these regions the unemployed 
are often skilled workers, but in kinds of work for 
which the demand is low. 


The other type of region where there is unemploy- 
ment is that in which the process of industrialization 
has been lagging behind, and where, with stagnating 
or declining manpower requirements in agriculture and 
other primary industries, employment opportunities 
cannot be found for a population whose natural rate 
of growth is often higher than the national average. 
Examples of this are to be found in the northernmost 
parts of the three Scandinavian countries, in northern 
Jutland, in south-west France, in some eastern 
districts in the Netherlands and in Schleswig-Holstein 
(where the problem has been considerably worsened 
by the influx of refugees).°®’ 


It appears from the table that the employment 
situation in the depressed or backward regions has 
changed little over the past four years, except in 
western Germany, where unemployment in the over- 
crowded regions has decreased at the same rate as for 
the country as a whole. Another fact suggested by the 
table is that seasonal variations in employment tend to 
be particularly pronounced in these problem areas; 
this is not surprising in view of the fact that primary 
production is often relatively important. Indeed, 
in Norway, Sweden and Finland, regional unemploy- 
ment is very largely seasonal in character. In certain 


8? The grave unemployment problem of West Berlin is sui 
generis, since it arises from economic isolation due to political 
divisions. 


districts of northern Finland, as many as 40 per cent 
of males aged 15 to 64 were unemployed in early 1954 
as against less than 5 per cent for the whole of Finland. 
The seasonal character of unemployment is marked 
in the Netherlands also. Whereas for the country as a 
whole unemployment is normally about three times as 
high in winter as in summer ; in some of the “ develop- 
ment districts ” the ratio is nearly as high as 10 to 1. 


In all countries, some steps have been taken to 
increase the geographical mobility of labour, usually in 
the form of allowances for travel costs and for extra 
costs incurred by workers who have to live away from 
their homes. These measures have been particularly 
highly developed in the Scandinavian countries, where 
the location of the unemployment regions often makes 
for long and costly travel. In western Germany, 
financial aid has been provided in the various resettle- 
ment programmes set up to facilitate the integration 
of the refugees into the economy. In Belgium and the 
Netherlands, similar measures have only recently 
become important as a means of reducing the barriers 
to geographical mobility. 

There are, however, rather narrow limits to what 
can be achieved solely by measures designed to reduce 
or wholly remove the costs incurred by workers who 
move away from the economically backward or 
depressed regions. Western Germany is a somewhat 
special case in this respect, since what might be 
called the subjective mobility of the refugee was very 
high, so that the removal of the direct financial barriers 
was likely to have a considerable effect. The situation 
is very different in most other regions with a high 
level of chronic localized unemployment and under- 
employment. Much of the labour in these regions, 
including small farmers, fishermen and others, is tied 
to the region by strong traditions, family considera- 
tions and property, and the cost of travel is not likely 
to be a major consideration in deciding whether or 
not to move away. Moreover—and this is a highly 
important point—the elimination of regional unem- 
ployment typically implies a change of occupation— 
1.е., the acquisition of new skills, regardless of whether 
the employment opportunities are created within the 
area itself or outside. 


As the cost of re-training is thus involved in any 
case, it is pertinent to ask whether the problem of 
regional unemployment might not as well, or better, 
be solved by the creation of new industries in the 
regions concerned.** This would involve a consider- 
able saving in terms of dwellings and social capital. 
The housing shortage has often been blamed as a 


68 This question is more fully discussed in the Survey for 1954, 
Chapter 6. 
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major hindrance to the geographical mobility of labour 
and thereby to increases in productivity, and there is 
much truth in this view. It is only fair to add, however, 
that, being so largely concentrated in the highly 
industrialized and prosperous areas, the housing 
shortage has served as an effective brake on move- 
ments from the regions of unemployment to the 
already highly congested areas. This may have 
contributed to making industrialists more aware of 
the possibilities of stimulating activity in the unem- 
ployment regions themselves. 


The choice between these two methods of removing 
regional unemployment—by promoting labour move- 
ments out of the region, or by attracting capital and 
enterprise to it—involves many other considerations 
and the answer will depend on the circumstances in 
each separate case.® At the present time, the question 
is being posed with particular acuteness in France, 
and demands for detailed studies of regional develop- 
ment conditions are becoming more frequent. Thus, 
the Rapport sur les comptes de la nation, published 
in November 1955, complains of the lack of foresight 
in planning and adds “...in the regions where 
surpluses of manpower appear—of agricultural origin 
or laid off by the textile industry—the choice of new 
industrial activities which might absorb the surpluses 
lacks any serious basis ”.”° 


Policies of vocational training 


In most western European countries, the facilities 
for vocational training and guidance fall far short of 
increasing requirements, both from a quantitative and 
from a qualitative point of view. The deficiencies are 
being realized more and more, and in several countries 
the question of enlarging and improving the existing 
systems has come to the fore in the last few years. 
There are a number of reasons for this. 


It has been seen that, even in those countries where 
the employment situation can generally be character- 
ized as one of full employment, pockets of unemploy- 
ment continue to exist which largely reflect a geo- 
graphical or an occupational maldistribution of the 
labour force, and it has also been mentioned that in 
a number of countries there has tended throughout 
the post-war years to be a more or less chronic shortage 
of skilled workers for the rapidly expanding industries. 
Correction of these deficiencies in the labour markets 
depends to a large extent upon the provision of im- 
proved facilities for training and especially retraining. 


‚ One of the questions involved is that of regional wage 
differentials which will be briefly discussed in a Jeter section. 


© Volume I, Rapport et comptes 1949-55, р. 58. 


An important reason why training systems have 
tended to lag behind is the acceleration of the process 
of technical change as compared with the inter-war 
years. New materials and new methods continuously 
make old skills obsolete and create new technical 
standards for skilled workers, especially in all the 
expanding branches of engineering and electrical 
engineering. From this follows the need, not only for 
an extension of training facilities, but also for a 
modernization of the system of vocational training 
itself, with more emphasis on technical schools and 
on training in industrial enterprises of a certain size 
rather than in the handicraft workshop. 

It has also been seen that with full employment it 
becomes possible and desirable to bring into the labour 
force persons normally inactive but fit and willing to 
work, such as many married women and elderly 
people. In order to do this, new and more flexible 
methods of training and re-training are necessary. 


The need for modernization of the systems of voca- 
tional training varies widely from one country to the 
other. Very broadly, a distinction may be made 
between those countries which continue to rely 
heavily on the traditional craft system of apprentice- 
ship—i.e., western Germany, to some extent the 
United Kingdom, and, in particular, Austria and 
Denmark. In other countries, the training of skilled 
workers largely takes the form of “ in-plant ” training 
in industrial enterprises and instruction in public 
or semi-public schools. Sweden appears to be the 
country where this more modern system of training 
is most highly developed. 

The rapid changes in industrial techniques and the 
consequent need for flexibility in the occupational 
structure throw into relief the disadvantages of the 
classical system of apprenticeship. Being a relic 
from pre-industrial times, it is tainted with tradi- 
tionalism and restrictive features. Age limits often 
restrict participation in it to very young persons; 
the period of apprenticeship prescribed is often 
unnecessarily long, and many of the training functions 
imposed are-long outmoded and of little value in 
preparing workers for skilled occupations in modern 
industry." Moreover, the system tends to produce 
a very sharp line of demarcation between the status 
of skilled and unskilled workers, the counterpart of 
which is the difficulty of promotion during adult 
life, and resistance to “ dilution ” in times of shortages 


In France, for instance, fully trained skilled workers in the 
clothing, leather and wood-working industries are reported to 
have required re-training before they could fill jobs, and even 
training schemes for skilled mechanics are reported to be subject 
to very old routines. (See “ Rapport général de la Commission 
de la main-d’ceuvre du Commissariat général du plan”, Revue 
Francaise du travail, No. 3, 1954.) 
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of specific kinds of skilled workers. Rigidities of this 
kind are found in all western European countries 
but are most pronounced, probably, in Denmark,” 
and least perhaps in Sweden. 


Training the big generations 


These various factors might, however, have been 
of little avail in stimulating fresh thinking in matters 
of vocational training, had there not been the addi- 
tional challenge of the large generations, born during 
and after the war and due to arrive on the labour 
market during the next few years. It was seen in an 
earlier part of this chapter that in several countries 
an increase of 50 per cent or more in the annual 
number of new entrants to the labour market can be 
foreseen. This figure may even tend to under-state 
the magnitude of the problem, since a more than 
proportionate share of the additional number of 
young people would have to be channelled into 
industry and other occupations requiring a relatively 
high degree of training. If, however, training facilities 
are not available, there is the double danger of 
considerable unemployment among the young and a 
further increase in the surplus of unskilled labour or, 


72 For a vivid description of the deficiencies of the Danish 
system of training, see K. Vedel-Petersen, “ Uddannelsespro- 
blemet og Bevaegeligheden paa Arbejdsmarkedet” (The Problem 
of Training and Labour Market Mobility), Nordiske Arbejds- 
markedsproblemer, 1954. 


alternatively, greater overcrowding in sectors in which 
there is already a certain amount of disguised unem- 
ployment. 


It was seen that Austria had to face this problem 
as early as 1953. Considerable efforts were made to 
meet these difficulties, which arose at a time when 
there was already rather heavy unemployment. 
Through the introduction of parallel classes and special 
courses it was possible almost to double the attendance 
in vocational training schools between 1952 and 1954. 
At the same time, it was made obligatory for all 
employers to employ a minimum ratio of young persons 
to the total number of employed.”? Finally, the first 
steps were taken to introduce a ninth year of compulsory 
elementary school. A pictorial presentation of the plan 
to absorb the large generations is given in Chart 11. It 
can be seen how the impact on the labour market was 
planned to be delayed and dampened down, first by 
the introduction of an additional school year and later 
by a system of emergency workshops for training. 
Yet in spite of this fairly comprehensive set of mea- 
sures, unemployment among young persons has 
remained rather substantial. 

In western Germany, a law on compulsory employ- 
ment of young people, similar to that in Austria, was 
introduced in order to meet the peak reached in 1954 
and 1955 in the number of school leavers. The pres- 


72 Law of 9 July 1953 on compulsory employment of youth, 
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Austrian plan for absorption of the large generations 


Humber of young men 
leaving 8-year 
compulsory school 


July 1952 
953 
„ 1954 
„ 1955 
„ 1956 
„ 1957 


Abserbed by introduction of 9th school year 
<———$ | 
р \ | ' 


Absorbed by ordinary Absorbed by 3-year 
apprenticeships and courses In emergency 
other ordinary jobs training workshops 


I 


Source: Reproduced trom Die Zukunft, Vienna, January-February 1953, p. 20. 


Note. — The ninth school year first introduced in 1953 became general by 1955 and is to 


i ini i d by yearly stages (I, И and III). } 1 
year courses in emergency training ee er ee ee he все in ordinary apprenticeships or ordinary jobs, the need for these courses will 


have disappeared, their members having become available for qualified work. 


by 1962, when the total of persons leaving the ninth school year can 


be retained from then on. Over the period 1956 to 1958, three- 
By 1960 no more entrants into these courses are expected and 
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TABLE 74 


Applicants and vacancies for apprenticeships 


Thousands 


Austria 
(End of September) 


Applicants Vacancies 


Western Germany 
(End of October) 


Applicants Vacancies 


CSP) Bade oh 134.8 42.3 11.7 4.4 
ПОЗ: eee 116.1 43.8 15.2 85] 
ОД ire RE 12:2 52.9 17.8 3:2 
1955 Sota а ПА 75.0 68.5 14.9 3.6 


Sources : Western Germany: Amtliche Nachrichten der Bundesanstalt fiir 


Arbeitsvermittlung und Arbeitslosenversicherung ; Austria: Amtliche Nachrichten 
des Bundesministeriums fiir Soziale Verwaltung. 

Note. — The figures for Austria show the number of applicants and 
vacancies reported as being immediately available. 


sure on training facilities in recent years in Austria 
and western Germany can be gauged from Table 74. 

In those countries where the flood of big generations 
is still to come, preparations have been made, or are 
beginning to be made, to receive them. The main 
emphasis is on the expansion of training facilities 
supplied by vocational training schools, while the 
encouragement of in-plant training through more 
generous public subsidies is generally given less atten- 
tion. Sweden appears to be the only country so far 
where a concrete and detailed plan for the expansion 
of school facilities has been set up. The programme 
provides for almost a doubling, within ten years, of 
the number of students in full-time schools for train- 
ing in industry, handicraft, agriculture, trade and 
domestic services.”* In Norway, where the number of 
entries to the labour market will increase by some 
50 per cent over the next five years, it is proposed to 
deal with the problem mainly by introducing parallel 
classes and special courses, with no significant expan- 
sion in the number of schools. In Denmark, another 
country where the arrival of the big generations is 
imminent, a government report published in December 
1955 recommends that training facilities be expanded 
to take care of nearly one-quarter more young persons 
a year than in the years 1950 to 1954. The report 
further recommends a reform of existing apprenticeship 
arrangements and an adjustment of apprenticeship 
wages. 

Perhaps the most ambitious scheme in western 
Europe 75 is that recommended in the Italian Vanoni 


“4 Yrkesutbildningen, 1954. 


© In the eastern European countries, on the other hand, the 
question of very intensive training programmes on all levels of 
skill has been an integral part of the post-war policy of indus- 
trialization, 


plan. It includes the establishing of some 2,000 new 
vocational schools to take care of the 3 to 4 million 
workers to be trained in the coming ten years. In 
this case, it is the necessity of increasing total employ- 
ment rather than the demographic movements in the 
next few years which is the overriding consideration. 
France, finally, is doubly in need of extending training 
facilities. There is a general need to expand the 
relative size of the industrial sector, and, in addition, 
the problem of absorbing the big generations will pre- 
sent itself with particular abruptness (see Chart 9). 
So far, however, it appears as if the urgency of the 
problem is only beginning to be realized. The Rappert 
sur les comptes de la nation, published in November 
1955, lists as the first among a number of factors liable 
to hamper the continuation of expansion the fact that 
“the training of technical manpower and of cadres 
of engineers remains subject to the hazards of a 
strongly entrenched routine and will certainly very 
shortly lead to an inadequate supply of skilled workers 
in industry and agriculture ”.78 


Choice of profession 


Closely connected with the question of the avail- 
ability of training facilities is that of vocational 
guidance. One important aspect of this is the choice 
of young people as between manual industrial profes- 
sions, on the one hand, and “ white collar ” professions 
in commerce, and other services, on the other. There 
is undoubtedly a tendency for an excessive supply of 
labour to the “ white collar ” professions, based on the 
higher “ social value” attached to these rather than 
on more promising standards of remuneration. This 
has the effect that employers in the service trades can 
afford to pick out the best human material, and the 
general way in which this is done is by raising, beyond 
real needs, the standard requirements—in terms of 
formal school education—for entry into the service 
trades. At the same time, technological developments 
continuously raise the real needs of intelligence and 


-formal education for the skilled worker in industry. 


There is thus a very real danger of misallocation of 
intellectual capacities as between commodity pro- 
duction and service trades, and there is a need—not 
least in the countries where the available manpower 
is fully employed—to consider this qualitative aspect 
of its full utilization.7? 


7в Rapport sur les comptes de la nation, Volume I, Rapport et 
Comptes 1949-1955, p. 58. 


77 The problem of enhancing the “social value” of skilled 
industrial labour has been much discussed in the Netherlands, 
where demographic developments make further industrializa- 
tion imperative. See, for instance, Vijfde nota inzake de indus- 
trialisatie van Nederland, Parliamentary papers, 1955/56 session. 
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It is partly because of this need that the question 
of “ рге-уосаНопа] ” training and guidance is being 
given increasing attention in several countries. The 
principle is to introduce a vocational element in the 
last—or in an additional—year of primary school 
education, and to provide very basic and general 
instruction in special institutions or centres after the 
completion of compulsory schooling. The purpose 
is twofold: to delay somewhat the occupational choice 
and to enable it to be made on more rational grounds. 
Government subsidies for such arrangements were 
introduced in western Germany in the autumn of 1955, 
and examples along the same lines are found in Austria, 
Switzerland and the Netherlands. 


In this respect, too, the advent of the big generations 
is a challenge and an opportunity for reform. It has 
been mentioned earlier in this chapter that the exten- 
sion of the school-leaving age, if correctly timed, can 
act as a shock-absorber in those cases where the 
increase in the number of young people entering the 
labour market will be very sudden. If an additional 
school year is arranged more or less in the form of pre- 
vocational teaching, it would seem to provide some 
possibility of counteracting the bias in the relative 
“ social value ” attached to “ white collar ” and indus- 
trial professions. In some Scandinavian countries, in 
the Netherlands, western Germany and in Switzerland, 
more or less definite plans exist to make the raising 
of the school-leaving age coincide with the advent of 
the big generations. As mentioned earlier, this has 
already been done in Austria. 


Training of women 


The preceding discussion has shown that govern- 
ments are realizing—in varying degrees—the huge 
tasks they face in extending and reforming the systems 
of vocational training, especially in connection with 


the arrival of the big generations on the labour market. 
They are more and more aware of the need for close 
co-ordination of private and public efforts in these 
matters and of the need for training policies to be 
more closely geared to forecasts of future require- 
ments for skilled labour in the different sectors. In a 
number of countries it is reported that work on detailed 
budgets for skilled labour is under way. 


But these reassuring developments should not be 
allowed to obscure the fact that present plans are 
seriously deficient in one respect where reform would 
seem to be particularly needed, namely that of female 
labour. Although efforts during the war to draw 
women into industrial work have produced lasting 
improvements in some countries, it is still generally 
true to say that those running the training and guidance 
services tend to take a conservative attitude to ques- 
tions of employment opportunities for women: 
public schemes are heavily biased in favour of house- 
hold work and similar activities, and vocational 
aptitudes are tested mainly with a view to what is by 
tradition considered to be typical feminine occupa- 
tions. In industries where men and women work 
together, training facilities are often more limited for 
women, and upgrading courses are as a rule reserved 
for men. This handicap is all the more serious since 
employers are often reluctant to provide costly 
training for women whose presence on the labour 
market may only be temporary. There is here a 
vicious circle: women are insufficiently trained 
because they are expected to withdraw from the labour 
market after a few years, and the fact that they have 
not been properly trained makes it all the more 
difficult for them to return to the labour market at a 
later stage of their life. Hence the improvement in 
training facilities is one aspect of the long-term 
problem of increasing the supply of female labour 
which was discussed in an earlier part of this 
chapter. 


6. WAGE DIFFERENTIALS UNDER FULL EMPLOYMENT 


The preceding examination of the extent and 
distribution of the remaining pockets of unemploy- 
ment seems to suggest that there is need for a higher 
degree of labour mobility in several countries. It is 
often suggested that one important reason for insuffi- 
cient mobility, and generally for lack of flexibility in 
the occupational structure, is that a pattern of relative 
wages has developed which is inconsistent with, or is 
not sufficiently responsive to, changes in the demand 
for labour. 


The narrowing of differentials 


Wage and earnings statistics are in most cases 
insufficient to give a reasonably detailed picture of the 
present pattern of relative wages and the changes it has 
undergone in recent years. For a thorough investiga- 
tion it would be necessary to consider not only the 
wage differentials between the broad groups of 
skilled and unskilled workers, but also those between 
more specific kinds of skill, between different occupa- 
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tions of comparable degree of skill, and between 
comparable work in different firms and regions. 


The data assembled in Tables 75 and 76 can there- 
fore provide no more than a rough idea of changes 
that have taken place during the war and its aftermath, 
and again between 1948 and 1954. 


TABLE 75 


Comparisons of average hourly earnings in main 
branches of activity 


Percentages 
Ratio of earnings for : 1938 1948 1954 


All men in coal mining to skilled men in 
manufacturing 


United Kingdom. ....... 85 137 136 
Wester) Germany sire e-em 102 100 108 
TANCE, Si Aeris о. 63 129 118 


Women in manufacturing to men in manu- 


facturing 
United) Kingdont=, 4) sos. 51 59 60 
WesterniGermanyarn wee ee 59 61 63 
Frances phe, чо ие 55 94 93 
dl Ga lye ret See soe gta ar 47 66 57 
ОНИ В ene 59° 61 58а 
S Weden рее 60 71 69 
Norway?s a= ce = 60 64 68 
Denmark” Mat Se Sse. eee 61 66 66 
Switzerlangie sees cen pcae: 56¢ 66 64 

Men in agriculture to men in manufac- 

turing 
United Kingdom. ...... 48 72 69 
Weesterm:Genmany ani eee 64 66 67 
а orate, le, ae eons 43 58 60 
Netherlands eats chs 61< 83 88 
АО оке о roo: 8. йо 50 70 68 
а, р о Е ie 42 76 71 
рева ое 44 65 60 
ВОНИ в ооо ов вс 42 47 47 

Men in forestry to men in manufac- 

turing € 
Бе КЕ ee ee 73 103 102 
И cae. & о 42 81 77 
Pinkands? ие са 73 TE 774 


Sources : National statistics. 


a Al men in coal mining to skilled men in engineering in the Paris region 
only. 


Ь Underground miners only. 

с 1939. 

Ч 1953. 

€ Assuming ап 8-hour day in manufacturing. 


There are two rather different developments to 
distinguish. One is the very considerable and quite 
general improvement in the relative position of heavy, 
exacting, or otherwise unattractive work, such as 
mining, timber logging and agricultural labour. This 
mainly reflects a change in the general employment 
situation which made the traditional under-valuation 
of work of low “social value” untenable. This 
narrowing of differentials is a movement towards a less 
distorted wage pattern, and its effects on labour 
mobility and recruitment can only have been whole- 
some. It has tended to attract recruits to sectors 
which used to be underpaid in times of heavy un- 
employment, or'at least to hinder the outflow of labour 
from them. Moreover, it has been an important 
stimulus to rationalization in sectors where low wages 
used to make mechanization unprofitable. Examples 
of this are the mechanization of coal mines and the 
rapid increase in the number of tractors in agriculture. 
In short, it means that relative wages more accurately 
reflect the true supply price of different kinds of labour, 
undistorted by monopolistic supply restrictions, on 
the one hand, and unemployment, on the other. The 
same is true for paid housework, although wage 
statistics are not available to show it. 


When the reduction of wage differentials is adduced 
as a reason for insufficient labour mobility, another 
process is really envisaged, namely the general narrow- 
ing of the differential between skilled and unskilled 
workers in industry, between piece-work and time- 
work, and sometimes the differentials between regions. 
Table 76 shows that in all countries for which figures 
are available the differential for skill narrowed con- 
siderably between 1938 and 1948. In the subsequent 
period, from 1948 to 1954, the general tendency would 
seem to have been that of a slight re-widening of the 
gap. In Italy, where the post-war inflation had 
produced a considerable distortion of the wage 
structure, the subsequent readjustment was рго- 
nounced. 


The causes of this narrowing of the skill differential 
are quite different from those which have produced 
the improvement in the relative wage position of hard 
or otherwise unpleasant work in mines, fields and 
forests. This becomes clear when it is remembered 
that, during the war as well as in the post-war years, 
the general situation has been one of shortage of 
skilled workers, especially in building, in engineering 
and in other expanding branches of manufacturing 
industry. This is true not only in countries with more 
or less full employment, but in many cases also in 
countries with considerable unemployment. This 
being so, the narrowing of the skill differential cannot, 
in general, be explained as the result of shifts in the 
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TABLE 76 
Wage differentials by degree of skill 


Percentages 


Circa 1948 1954 


Circa 1948 1954 Ratio of earnings for : 1938 


Ratio of earnings for: 
1938 


A. Unskilled to skilled A. Unskilled to skilled 
Building О Во зос 76 80 84а АЦП ее tue acy са 74 85 876 
Shipbuilding = SPR Rt eee a2 82 82а ТО о р пе ac ae 77 87 866 
Engineering a ce A Ea 75 84 854 ИНО 2 бонобоан ee 90 96 916 
Railways р eet eee 61 (Bw TH ОЕ ро нов во 93 89 875 
Printing | A Ae a 72 = 79 4 Building were ee ar 74 mH 855 
/ nortan te-gaiaaliaians 78. 807 | B. Semi-skilled to skilled 
B. Labourer in engineering to fitter Building: tanec. wees cl per ee 83 95 976 
Time workers, effective rates .. . 74 81 785 
PIECE WOLKEIS О Ре ой И | 83 796 
С. Time workers to piece workers т Western Germany 
engineering : 7 
SE ea ee ae и 85 а оь Unskilled to ees Е 
ре ра: 86 89 906 Manufacturing Mee Ate tees acts 74 о 80 
a Building’ sss. opepe s,s es оо ak a te tl 
D. Piece workers in engineering to skilled 
Sitters 
Highly skilled (toolroom fitters and Austria 
oe ee caesar ale и", - 109 106% 
Бана “==... ee ze 94 926 Unskilled to skilled (wage rates ©) 
ОХ бо ое Би 2S a 79 766 Engineering, а ee 76 79 83 
ные ae 75 88 88 
Norway 
Unskilled to skilled баней 
а Фа 81 94-929 
Е = 73 93 95 Unskilled to skilled 
Manufacturing ее 76 83 83 
Denmark Building ао Sate 76 84е 84 
Unskilled to skilled 
СМ tener. fei as Yorn 6 85 83 85 Italy 
о. 84 82° "85 
В В ТО, 88 92) OI Workers in industry to skilled 
A. All industries 
France НВ GSD. .. ale aos 119 103 108 
Workers in industry to skilled (wage Semi-skilled lin ae ice ee ee 90 > 
rates) ее shat, iesiea thera 81 97 93 
Bighigslalied Gow. Was ея .. 113 120 | В. Engineering in Milan | 
Semi=skillediss. wisccuns ое a 87 89 ighlyiskilled а фа ое eek 124 103 109 
Unskilled (with limited training) . . - 1 70 78 82 Semicskilled) ое... 88 98 96 
Wholly unskilledsr ее. 73 18 Wnskilled ar. torts eee nts hs eee 85 96 92 
ооо зе ре ЕКО ВОН ПНР, ПВ О ЕНИЕ ОЕНЕВОНАНЕ ВЕ ЕЕ В н 
Sources : United Kingdom: А.К. Knowles and О. Robertson “ Differences а 1950. 
between the Wages of Skilled and Unskilled Workers, 1880-1950”, Bulletin of Ь 1953. 
the Oxford University Institute of Statisies, 1S8Neipeering Earnings,” ibid, © Except for engineering in 1937 and 1948 (earnings). 
1954, p. 271. Other countries: national statistics. 1952. 


Norte. — Unless otherwise indicated, data refer to differences in earnings. € 1949. 
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relative demand for different kinds of labour. It is the 
result of organizational changes on the trade union 
side, of positive wage-levelling policies by trade 
unions and, in some measure, of the particular way in 
which wage increases have been granted under condi- 
tions of inflation, often accompanied by government 
intervention in the labour market. 


All of these elements enter into the picture, in various 
proportions, in the different countries. Nevertheless 
it is possible to distinguish some characteristic patterns. 
The United Kingdom, Sweden, the Netherlands and 
France may be singled out as examples of different 
typical situations. A closer examination of these 
examples is all the more warranted because policies 
and attitudes with regard to wage differentials have 
an important bearing on the whole question of wage 
inflation, which will be dealt with in the next section 
of this chapter. 


In the United Kingdom, the relative lowering of the 
wages of skilled workers which has taken place over 
the last 15 years or so is largely explicable in terms of 
continuing changes in the institutional framework of 
wage bargaining. This is only the acceleration of a 
long-term trend. The main facts are the increasing 
degree of organization of unskilled workers and the 
development towards more industry-wide wage bar- 
gaining, including the unskilled with the skilled. 
Simple and over-all formulae are required for general 
wage bargaining in order to preserve unity and 
cohesion, and this has very often taken the shape of 
agreed absolute increases applied to all grades of 
skill.’8 


It is important to note that this narrowing of 
differentials has been, in a sense, an automatic process 
rather than the result of conscious policies of the 
trade union movement. It is consistent with this 
interpretation that the resulting levelling was never 
definitely accepted by those groups whose relative 
position had deteriorated. Thus the differentials 
established by historical accident and sanctified by 
tradition continue to be regarded by the higher-paid 
categories of workers as a normal pattern to which it 
is just and desirable to return. The urge to regain 
lost ground is particularly strong after periods of 
rapid increase in the price and wage level, when the 
practice of giving “flat” increases becomes an 


тв For a thorough study of the organizational background of 
the narrowing of skill differentials in the British wage structure, 
see H. A. Turner, “ Trade Unions Differentials and the Levelling 
of Wages ’’, The Manchester School of Economic and Social 
Studies, September 1952, p. 227. There it is shown that there are 
only three important instances—coal, steel-making and cotton- 
spinning—in which wage differentials have not been reduced, 
and that each of these instances can be explained by peculiarities 
in the organizational structure. 


important factor in the levelling process. The conflict 
between a more or less automatic drift towards a 
more egalitarian wage structure and, furthermore, a 
strong desire by the higher-paid to preserve old- 
established differentials goes some way towards 
explaining the British wage movements of recent 
years, in which the return to what is felt to be normal 
differentials has played such a prominent role. 


The Swedish case stands out in fairly sharp contrast 
to the British. In Sweden, the reduction of wage 
differentials has to a considerable extent been the 
result of a conscious policy of the trade unions, 
inaugurated in the later ’thirties, under the name of 
the “'wage solidarity policy ”. Originally this policy 
involved an attempt to eliminate wage differentials 
between industries which were based on purely 
historical factors; later it has been broadened to 
include an adaptation of the whole system of wage 
differentials between degrees of skill within the 
different industries. A further implication, at least 
in the intent of the Swedish policy of “solidarity”, 
is that differences in profitability as between industries 
and between firms within a given industry ought not 
to be reflected in wage differentials. This principle 
has important implications for trade union attitudes 
to the problem of wage inflation, as will be seen. It 
is also clear that the pursuance of this policy pre- 
supposes a rather high degree of co-ordination 
of wage bargaining by the central trade union 
authorities. 


The changes in the wage pattern in the Netherlands 
have been similar to those in Sweden: the purely 
historical differences between high- and low-wage 
sectors have been largely eliminated; differentials 
have generally narrowed and, at the same time, a 
more subtly differentiated structure based on the prin- 
ciple of “ equal pay for equal work ” has been intro- 
duced within each industry. However, the institutional 
background for these changes is very different from 
that in Sweden. First, the Dutch wage structure 
became so seriously distorted during the war and the 
occupation» that a fresh assessment was in any case 
necessary, and, secondly, this new appraisal was 
heavily influenced by the system of government 
control of wages. Although the government decisions 
were directly concerned only with controlling the 
average level of wages, the system necessarily implied 
a high degree of centralization in the bargaining about 
relative wages, and once relative wages became 
subject to central decisions, whether by the Govern- 
ment or by the leaderships of the labour market 
organizations, they almost inevitably came to be 
based largely upon criteria relating to the nature and 
requirement of the work, rather than on tradition or 
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relative bargaining strength in different industries 
and firms. Thus, the system known as “ job evalua- 
tion ” naturally came to be applied more thoroughly 
in the Netherlands than in any other country of 
western Europe.”® 


In France, a peculiar mixed system of politically 
determined over-all wage movements and free collec- 
tive bargaining has developed since 1950. In that 
year, the war-time government control of wages was 
abolished, and at the same time a guaranteed national 
minimum wage was introduced. The idea behind this 
arrangement was that the minimum wage would 
serve as a floor to defend the standard of living of 
the lowest-paid sector of the workers and thus take 
care of the social aspect of wage formation, whereas 
free wage bargaining, at the industry and enterprise 
level would take care of the necessary readjustments 
—above the minimum level—of the pattern of relative 
wages. It was hoped, in other words, that the free 
forces on the labour market would do away with the 
rigidities and irrationalities in the wage structure 
which had developed during many years of public 
control of the wage system. Developments after the 
introduction of the minimum wage were, however, 
very different from what had been envisaged. What 
actually happened was that the minimum wage, 
instead of being just a floor, became the point of 
reference in fixing wages in collective agreements. 
Thus, the really important wage negotiations con- 
tinued to be those at the national and political level, 
and the successive increases of the minimum wage 
during the following years, in theory intended to be 
a measure of social policy in favour of the lowest-paid, 
became in practice the signal for proportionate wage 
increases at all levels, and by and large the pattern of 
relative wages remained as rigid as before.® It was 
only in the wage movements of 1955 that a less unified 
pattern of wage bargaining seemed to be developing, 
with wage increases being claimed and pressed 
through in accordance with bargaining strength in 
the different industries, enterprises and regions. 


7° For a description of Dutch wage policies, see Bert Zoeteweij, 
“National Wage Policy: The Experience of the Netherlands ”, 
International Labour Review, February 1955. 


80 In February 1954, the minimum wage was increased by 
15 per cent, and in order to avoid repercussions on the whole 
wage structure the decree stipulated that this increase should 
apply only to workers actually receiving less than the new mini- 
mum wage. (The official name given to this wage increase was 
indemnité dégressive non-hiérarchisée.) It is significant, how- 
ever, that two months later, in April 1954, a remission of the 
progressive direct tax on wage incomes was given, the result of 
which was to raise disposable incomes of higher-paid workers. 
(For a discussion of the French experience of minimum wage 
legislation, see Jean Marchal, “ Esquisse d’une théorie moderne 


des salaires et d’une théotie générale de la répartition”, Revue 
économique, July 1955.) 


Differentials and mobility 


As mentioned earlier, it is often contended that the 
narrowing of wage differentials is in a large degree 
responsible for the deficiencies of the labour market, 
since they manifest themselves in labour shortages and 
remaining pockets of unemployment. It is not easy 
to assess the importance of wage differentials as an 
incentive for workers to acquire skills and to move 
both geographically and between occupations, 
industries and firms. As regards the recruitment of 
young people for skilled trades, there is of course a 
lower limit to the wage differential below which 
recruitment becomes precarious, but the instances 
where this has been an important factor limiting the 
supply of skills are relatively few and refer largely to 
the earlier post-war years. The organizational 
difficulties, including the lack of training facilities 
mentioned in an earlier section, have generally been 
a far more important obstacle. 


Apart from the question of the recruitment of young 
people, the discussion largely turns around the 
question whether or not a flexible wage system, 
highly responsive to changes in conditions of demand 
and profitability, is an important—and desirable— 
incentive for the flow of labour towards expanding 
industries and firms. The empirical evidence for 
answering this question is insufficient, and, in par- 
ticular, statistics comparing movements in wages and 
employment in various industries are quite incon- 
clusive. Investigations based on interviews with 
workers are too few to give a convincing answer 
either way, but if a broad and tentative conclusion 
were to be ventured, it would be that comparisons 
of actual differences in earnings are less important 
as a motive for movement between occupations, 
industries and firms than is often supposed. Or, 
stated in other terms: differentials would need to 
be very considerable in order to become an important 
mechanism for labour transfers.8* Even if this were 


81 A high positive correlation between changes in employment 
and changes in earnings in various industries need not suggest 
that the expanding industries were able to expand because they 
were paying higher wages. The interpretation might equally be 
that both higher employment and higher wages result from 
higher productivity. 


82 Sample inquiries undertaken in Sweden in 1946 and 1948 
seemed to show that even among young workers the prospect 
of higher wages was the main motive for moving only in about 
one-third of the cases. Other Swedish investigations have 
suggested that perhaps wage comparisons are less important as 
a motive for moving into relatively high-wage jobs than as a 
motive for moving out of relatively low-wage jobs. See 
Rudolf Meidner, Svensk arbetsmarknad vid full sysselsdttning, 
1954, pp. 197 ff. 

A recent investigation for two areas of London seemed to 
show that wage comparisons played a very minor role as an 

(Continued on next page) 
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not so, the argument of those in favour of highly 
flexible wages may well be turned around: if relatively 
high wages in expanding industries and firms can 
have the wholesome effect of starving the contracting 
industries and the inefficient firms of labour, a system 
of “ equal pay for equal work ”, regardless of profit- 
ability in the individual industries or firms, might have 
the no less wholesome effect of compelling the ineffi- 
cient to close down or to rationalize.®* 


The question of the effects of regional wage differ- 
entials is more complex. It would seem that the 
general tendency has been for such differentials to 
narrow down, especially in those countries (for 
instance France) where they used to be important. 
Here again, it is not known whether the existence of 
relatively low wages in economically less developed 
regions of a country stimulates the flow of labour to 
regions where activity and wage levels are higher. 
But even if an answer could be given to that question 
it would still have to be decided whether such move- 
ments are desirable.84 The regional wage diffe- 
rential must be judged not only on the basis of its 
effect as a motive for workers to leave, but also as a 
motive for industrialists to settle down in the less 
developed regions. The question is whether, in the less 
developed regions, the supply of labour should be 
adapted to the demand, by inducing workers to move 
away, or whether the demand for labour should be 
adapted to the supply, by inducing employers to 
move in. To the extent that the latter solution is 
preferred, the equalization of wages between regions 
would appear to be undesirable. But the national 
unification of wage levels is a strong tendency which, 
perhaps, cannot be halted. It tends to be favoured 
by trade unions and, even more, by employers’ 
organizations, which are normally dominated by the 


inducement to middle-aged workers to move, whereas it was 
quite important for young workers. See Margot Jefferys, 
Mobility in the Labour Market, 1954, pp. 140 ff. 

An American authority on the economics of labour sums up 
the results of investigations carried out in the United States in 
these words: “ It is quite unrealistic to assume that the worker’s 
willingness to leave his job depends mainly on the wage level 
of his plant relative to other plants ...”. And he adds: 
“ Economists have tended to regard rational behaviour by work- 
ers аз synonymous with complete responsiveness to wage 
differentials. This is too limited a view... The fact that 
workers do not jump constantly from job to job in pursuit of 
maximum earnings proves nothing about their rationality, 
though it may prove something about the rationality of econo- 
mists who expect them to do so.” See Lloyd C. Reynolds, 
“Economics of Labor ”, A Survey of Contemporary Economics, 
ed. H. S. Ellis, Philadelphia/Toronto, 1948, pp. 275 ff. 


83 This effect would of course fail to materialize if protective 
measures were strengthened such as was the case, for instance, 
with the Swedish textile industry in 1955. 


81 See the discussion of regional unemployment earlier in this 
chapter. 


industries located in the more prosperous parts of the 
country. They are likely to be apprehensive of the 
danger of “ social dumping ” from the poorer regions, 
the more so since the big, nation-wide, industrial 
concerns would themselves normally pay the same 
wage as elsewhere when they establish branches in 
less developed regions. 

To sum up, little is known about the role of wage 
differentials as a motive for workers’ movement, be it 
geographically or between occupations, industries and 
firms. But perhaps this whole question is also some- 
what academic. For it is clear enough that there is 
in actual fact a trend towards more unified wage 
systems and towards the fixing of wages according 
to the nature of the work and the individual skill, 
regardless of differences in demand conditions and 
profitability in particular industries and firms. It was 
seen above, when the process of wage equalization in 
four different countries was considered, that several 
factors work towards this result—social considerations, 
organizational changes, the inflations which have 
been going on, and, not least, the simple fact of full 
employment.® 

In these conditions it appears to be somewhat 
unrealistic to expect that the problem of mobility of 
labour, as between expanding and contracting indus- 
tries and expanding and contracting firms, can be 
taken care of mainly through the incentive provided 
by a fluid wage system. In fact, this would imply 
that wages again became more like market prices, 
determined largely at a local level, in the industry or 
the individual enterprise. 


Nevertheless, the fact remains that there has been 
throughout the post-war period a persistent tendency 
towards under-supply of skilled workers for the 
expanding industries, and it has also been seen that 
pockets of unemployed—seasonal, regional or other- 
wise—continue to exist together with shortages in 
other fields. If, now, a more flexible wage system 
cannot be relied upon to provide the necessary 
mobility of labour, two conclusions suggest themselves. 


85 Few data are available on wage differentials as between 
firms. The following figures for Sweden may not be untypical 
of the equalization that results from full employment: 


Percentage wage increase from 1939 to 1949 
for male workers in 
ен sented en eS eee 
Engineering Wood-working Paper 


industr: i Printing 

Enterprises with a ep ween 
10 10 workers . . 116 109 95 98 
ll to 50 Ks os 113 115 94 77 
51 to 200 5 iets 95 114 87 77 

201 to 500 5 мс 94 102 83 

More than 500 workers 91 116 86 61 
All enterprises . . 97 108 88 82 


Source: Fackforeningsrérelsen och den fulla sysselsdtt i 
the Swedish Federation of Trade Unidas 195 1. p. 118. и 
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One is the importance of removing whatever artificial 
barriers to labour mobility may exist, such as the 
“restrictive practices” of trade unions. This was 
discussed briefly in connection with the problem of 


7. THE QUESTION 


The discussion of wage differentials showed that 
there has been a trend almost everywhere for wages 
to become less of a market price in the ordinary sense, 
and more determined by political and other institu- 
tional factors which defy an explanation in purely 
economic terms. This trend, which was powerfully 
stimulated during the war, when government regula- 
tion of the wage level in some form or other was 
generally applied, is one of the reasons why, through- 
out the post-war period, the question of wage inflation 
has come to the fore. The other reason is the existence 
in many countries of a high level of demand for 
labour. 


These two factors are of course closely interrelated. 
It was the pressure on resources during and after the 
war which made government intervention necessary, 
and public intervention in wage fixing inevitably 
involved an extension and unification of the labour 
market organizations, both on the workers’ and 
on the employers’ side.6® As a result, collective 
bargaining is now far more widespread than before 
the war, more workers are organized, and collective 
bargaining tends to be made for broader groups; in 
some cases almost the whole of organized labour is 
involved in a joint and highly centralized bargaining 
procedure, at the national level. 


It is important for a discussion of the problems of 
wage inflation to keep in mind the distinction between 
these two factors: the level of demand for labour and 
the organizational and political setting. To make this 
quite clear it may be useful to distinguish between 
different forms of wage inflation, even at the risk of 
over-simplifying highly complex matters. 


Forms of wage inflation 


First, an upward movement of the wage level may 
be due to an excess of demand for labour.*” 


86 Finland, the Netherlands and France are among the 
countries where the war brought with it a complete change in 
the degree of organization and the scope of collective bargaining. 

87 The distinction between different forms of wage move- 
ment given in the text is, of course, not meant as ап, attempt 
to classify various kinds of inflation by their < final causes, 
The reasoning simply starts from the fact that any inflationary 
process, whatever its origin, entails an increase in the level 
of wages, and it is this single link in the chain of causation 
on which attention is here focused. 


OF 


rationalization in the building industry. The other 
conclusion is to stress once more the necessity for 
better co-ordination and more foresight in policies of 
vocational training and guidance. 


WAGE INFLATION 


For this demand-induced wage movement to be an 
important element in the inflationary mechanism 
requires as a general condition a state of full—or 
“ оуег-Ри|Й ”—етроутепь or at least the existence 
of shortages of labour within important sectors. In 
this case wages react as any other price under the 
pressure of demand, and the typical case is that where 
actual earnings, as determined in detail by bargaining 
at the enterprise level, increase faster than was foreseen 
in the decisions laid down in collective agreements. 
It is the so-called “ wage-slide ” or, as it is called when 
it takes on serious proportions, the “ black-market 
wage ”. The important characteristic, from the point 
of view of the present discussion, is that it escapes the 
control of the labour market organizations. Clearly, 
this form of wage inflation is determined essentially by 
the employment situation, and the policy issues to 
which it gives rise are identical with those of keeping 
over-all supply and demand in balance, including 
measures to improve the mobility of labour so as to 
avoid bottlenecks in the labour market. 


Secondly, there is the compensatory wage movement 
in response to a preceding increase in the cost of 
living, be it on the basis of automatic sliding-scale 
arrangements or otherwise.*® This kind of wage 
movement is a matter for more or less centralized 
wage bargaining. 


Thirdly, there is the wage movement which simply 
reflects the fact that trade unions are strong enough 
and the resistance put up by employers’ organizations 
weak enough to secure an increase in money wages 
over and above what is warranted by the advance in 
productivity. Neither excess demand for labour, in 
the ordinary market sense of individual bargaining 
in the enterprise, nor a preceding increase in the cost 
of living is a necessary condition. This is autonomous 
wage inflation, and it will be seen that among the three 
kinds of wage movement here distinguished it is the 
only one which can properly be regarded as an 


8 The particular reason why, in its turn, the cost of living 
has risen is irrelevant for the present purpose. It may be due 
to excess demand created by a preceding autonomous increase 
in nominal wages, to a support policy in favour of agriculture, 
or to a decline in average productivity, taken in the widest 
sense, including harvest failure or deterioration of the terms 
of trade. 
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independent cause of inflation.® It is on this kind of 
wage movement that attention will be mainly focused. 


It is hardly necessary to stress that the distinctions 
made above involve considerable simplification. In 
practice, the distinction between the autonomous 
wage movement and that which stems from excess 
demand for labour is anything but hard-and-fast: on 
the one hand, trade union authorities—and still more 
those of the employers’ organizations—are far from 
being without influence on the individual wage bargain 
at the enterprise level, and, on the other, wage negotia- 
tions at the level of the industry or even at the national 
level cannot be wholly independent of the state of 
demand for labour. The fact remains, however, that 
the genéral trend is for the distinction between the 
two spheres of wage determination—the market 
mechanism and the political determination—to become 
more and more clear-cut. 


For two countries (Sweden and Denmark) wage 
statistics allow a break-down of the total wage increase 
into components which correspond fairly closely to 
the above distinctions. It appears from Table 77 that 
in both Sweden and Denmark that part of the wage 
increase which primarily reflects the pressure of 
demand for labour has, over the whole of the periods 
considered, accounted for about one-third of the 
total increases in earnings. The rest of the wage 
increase in Sweden was largely in the form of nego- 
tiated general wage increases, whereas in Denmark 
the mechanism was rather that of automatic sliding- 
scale adjustments to preceding increases in the cost of 
living. This difference is also suggested by the differ- 
ence in the relative movements of the wage and price 
curves, as shown in Chart 12. 


It is significant that in Denmark the “ wage-slide ” 
was relatively small for the unskilled workers, among 
whom there was considerable unemployment in parts 
of the period considered. A closer analysis has shown 
a fairly high correlation, especially for the unskilled, 
between the “ wage-slide” for each single year and 
the annual percentages of unemployment.” 


There is thus undoubtedly a connection between 
the state of employment and the speed with which 
wages increase. But, to repeat, it is only one element 
in the formation of wages that is closely dependent 
on the degree of employment, and it would be vain 
to attempt to explain the broad differences in wage 
behaviour in different countries in recent years 


“ 


8° The expression “independent cause” is meant to imply 
that further tracing of the causation would lead beyond the 
realm of economic analysis. 


% See Arne Lund, “Spontan og autonom lonstigning ” 


(Spontaneous and Autonomous Wage Increase), Festskrift til 
Jorgen Pedersen, Aarhus, 1951, pp. 104 ff. 


TABLE 77 


Components of increase in average hourly earnings 
for men in industry in Sweden and Denmark 


Swedish or Danish Gre per hour 


General 
wage 
settle- 
ment 


Cost-of- 
living 
compen- 
sation 


Country and period 


Sweden 2 


1939stoml 950s. 
1950 to 1952 . . 


1939 to 1952 . 


Denmark 6 


1947 to 1949 .. 
1949 to 1951 . . 
Е в 
1953 to 1955 . 


1947 to 1955. 


of which : 
Skilled . 
Unskilled . . 


Sources: Sweden: Fackféreningsrérelsen och den fulla sysselsdttningen, 
Malm6, 1951, р. 110 and Levnadskostnader och léner, December 1952, р. 31, 
both published by the Swedish Federation of Trade Unions. Denmark: 
Arne Lund, “ Spontan og autonom lénstigning ”, Festskrift til Jérgen Pedersen, 
Aarhus, 1951. The figures have been brought up to date on the basis of the 
method indicated by the author. 


а Excluding increase in hourly rates due to the extension of paid holidays. 
Ь The figures refer to changes between the second quarters of the years indicated. 


primarily on the basis of differences in the employ- 
ment situation. 

The movements of nominal earnings and of the cost 
of living during the years from 1948 to 1955 are 
depicted for 12 countries in Chart i2. It is necessary 
to sound a warning against a possible misinterpreta- 
tion of these graphs: the choice of 1948 as the base 
year for the two curves is arbitrary and does not imply 
that there was anything normal about that particular 
year. The fact that in most cases the curve for money 
earnings lies consistently and increasingly over the 
cost-of-living curve in no way indicates that the 
mechanism has been that wages ran ahead, dragging 
prices behind them, rather than the other way round; 
it simply reflects the well-known fact that the whole 
period since 1948 has been one of large increases in 
the standard of living. 

The chart may serve to illustrate how easily the 
role of full employment in creating wage inflation can 
be exaggerated. The six countries in the upper half 
of the chart are those in which, as seen in earlier 
parts of this chapter, full employment has prevailed 
during the whole, or nearly the whole, of the period 
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CHART 12 


Movements of hourly money earnings in manufacturing industry and of the cost of living 


Index numbers, 1948 = 100 


Semi-logarithmic scale 


NORWAY SWEDEN 


NETHERLANDS UNITED KINGDOM 


DENMARK FRANCE 


^ 
fi aeRO a 


AUSTRIA WESTERN GERMANY 


1948 49 50 51 52 53 54 55 1948 49 50 51 52 53 54 55 


——— Hourly money earnings 


Sources : National statistics. 


@ The series relates to wage rates. It covers all men in industry (including building). 
Ь Industry including building, services and transport. d 
с Take-home pay based оп total wage bill. 
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Metal industry only. 
е Vienna only. Total industry, 
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——— Cost of living 
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considered; in the other six countries there has been 
some slack or even mass unemployment. On the whole, 
money wages do not appear to have risen more exces- 
sively in the first than in the second group of countries. 
As regards the rates of increase of the cost of living, 
the picture is rather varied, reflecting differences 
in subsidy and rent policies besides the influence of 
wage movements, but if a generalization is to be 
ventured, it would be relevant to point to the close 
correspondence between the rates of devaluation 
chosen in 1949 and the subsequent increase in the 
cost of living rather than to differences in the employ- 
ment situation. It is interesting, for instance, to 
compare the movement of wages and prices in the 
United Kingdom and Italy, two countries which have 
been at opposite ends of the scale as far as the employ- 
ment situation is concerned. A realistic explanation 
of the fact that wages have risen to nearly the same 
extent in Italy as in the United Kingdom would have 
to take into account many other factors than the 
employment situation, among them the important 
institutional changes that have taken place in the 
Italian labour market. Without entering into details, 
it may be briefly mentioned that in present-day Italy 
wage developments are not to any considerable 
extent determined at the enterprise level,*! and this 
helps to explain that wages have been able to increase 
in the face of large-scale unemployment. 


It is obvious that the chart is of no value for an 
assessment of prospective movements of wages.®? The 
conclusion that can be drawn from the chart is only 
the negative and vague one that in the actual expérience 
of the past seven years there was no clear and consis- 
tent correlation between the movement of nominal 
wages and the degree of employment. It of course 
remains true that, other things being equal, increasing 
pressure of demand on resources in general, and on 
manpower in particular, makes demand-induced wage 
movements more prominent and, partly in association 
with them but partly independently, the teridency 
towards autonomous wage inflation also becomes 
more pronounced. The important point is that, over 
a somewhat longer period, many other factors, 
institutional and organizational, which influence wage 
movements may swamp the particular effect of the 
employment situation. 


Co-ordination of wage negotiations 
The institutional framework in which wage nego- 


tiations take place is of obvious importance for the 


*t See Dunlop and Rothbaum, “ International Comparisons 
of Wage Structures ”, International Labour Review, April 1955. 


3? Wage movements in 1955 are discussed in Chapter 1. 


control of autonomous wage inflation. The question 
may best be discussed with particular reference to the 
contrast between the institutional pattern in the 
United Kingdom and that in the Scandinavian coun- 
tries. There are two separate though interrelated 
questions to consider: the synchronization of wage 
negotiations and the degree of influence exerted by the 
central trade union authorities. 


In the Scandinavian countries, the general trend 
has been towards synchronization of wage settlements. 
This is particularly true of Denmark and Sweden, less 
so of Norway. By contrast, in the United Kingdom 
there is no particular season of the year when collec- 
tive agreements generally come up for renewal. Wage 
negotiations for the various industries are spread over 
the year in a more or less unpredictable manner. 


The synchronization of wage negotiations may be 
a necessary, but certainly not a sufficient, condition 
for containing autonomous wage inflation. A com- 
parison of actual wage movements in the United 
Kingdom and the Scandinavian countries (Chart 12) 
gives no clue in answering the question as to whether 
the bunching of wage negotiations in itself is likely to 
reduce or enhance the danger of inflationary wage 
movements. 

It is true that under conditions such as those ruling 
in the United Kingdom, the upward wage movement 
tends to become a more or less continuous process 
because it becomes imbued with a strong element of 
competition between the various groups of workers. 
Under such a system, the trade-union leaders—and 
the rank and file—in any one industry (that is, in every 
industry taken separately) may be convinced, rightly 
or wrongly, that any further advance in the general 
level of nominal wages would be frustrated by a 
corresponding rise in prices; nevertheless, no single 
federation can afford to hold back on its wage claims 
because it will then run the risk of losing, both in 
terms of the absolute level of real wages and in terms 
of the relative position, if other federations take a less 
restrained attitude. It is characteristic of this competi- 
tive element in wage bargaining that wage claims in the 
United Kingdom are so often based on the express 
desire to preserve, or regain, a position relative to 
other groups of workers. 


In those countries, on the other hand, where wage 
negotiations are timed together, there is more chance 
of success for a policy of voluntary wage restraint—at 
least for a certain period of time. But against this 
stands the fact that, when wage agreements have a 
common and predetermined date of renewal, there 
tends to be created an expectation of a normal, almost 
automatic annual advance. Thus, in the final result, the 
difference between the British and the Scandinavian 
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systems may be only that between a gradual and 
fairly regular advance of wages on the one hand, and, 
on the other, alternating periods of effective wage 
restraint and of very general and sudden wage boosts. 

As regards the centralization of decisions concern- 
ing wage claims, the difference between the British 
and the Scandinavian patterns, though fairly impor- 
tant, is only one of degree. In Sweden, where the 
question has been under continuous discussion, the 
individual federations have on several occasions given 
their agreement to the screening and co-ordination of 
wage claims by the central trade union authorities. 
But such agreement has always been given on an ad 
hoc basis—most recently in November 1955 for the 
‘renewals due at the beginning of 1956—and a proposal 
worked out by the Swedish TUC in 1951 for a per- 
manent central “ Agreements Council” within the 
trade-union movement was never accepted. In Den- 
mark, the most recent development seems to be 
towards less influence for the central authorities at the 
first stages of the general wage negotiations, but a 
strong element of co-ordination will normally appear 
at the final stage of the negotiations owing to the 
special authority of the state mediator to impose joint 
voting on his proposal for a large number of trade- 
union federations.*? In Norway, the renewals of wage 
agreements are less closely synchronized, as already 
mentioned, but the central trade-union authorities 
have by law been given an important power of control 
over wage claims: when compulsory state arbitration 
was in principle abolished in 1949, it was retained with 
respect to wage claims which have not got the backing 
of the Norwegian TUC. If agreement cannot be 
reached at the level of the individual federation, it is 
the TUC which has to decide whether to enter into 
open conflict or to leave the court of arbitrators to 
make a final and binding decision. 


A generalized system of compensation 


The system of comprehensive and simultaneous 
wage-rounds, typical of the northern countries, has 
the disadvantage that it tends to spread beyond the 
sphere of wages. To begin with, the adjustment of 
manufacturers’ and traders’ prices in proportion to 
increases in money wages becomes almost a matter 
of routine, at least in the sectors not directly exposed 
to foreign competition, when the level of wages over 
the whole of the economy is lifted at a certain date. 
Moreover, when the adjustment is allowed of agri- 
cultural prices and incomes, as well as social benefits, 
to changes in money wages, a mechanism is then 


3 This is an important restriction on the individual federa- 
tion’s freedom to accept or refuse a proposal by the mediator, 
implying as it does an element of compulsory arbitration. 


created under which any upward push given to wages 
will rapidly result in an all-round lift of the level 
of prices and costs. Experience has shown that the 
danger is very real, under these conditions, that the 
different groups, knowing that they are insured 
against the effects of inflation, display generosity in 
the mutuai concession of income advances. Illustra- 
tive examples are found in the steeply rising and 
closely associated wage- and price-curves in Austria 
and Finland in the years up to 1951 (see Chart 12). 


The fully automatic and reasonably frequent 
adjustment of wages to changes in the cost of living 
has, however, the favourable effect of enabling 
collective agreements to be made for longer periods 
than would otherwise be possible. Two-year agree- 
ments have in some cases been concluded in Sweden. 
In Denmark, agreements covering a two-year period 
have been the general rule throughout the post-war 
period, and it has been clear that the essential condi- 
tion for this to be acceptable for the workers is the 
automatic half-yearly adjustment for increases in the 
cost of living. It is open to doubt, though, whether 
the stabilizing influence of the long-term wage agree- 
ment can offset the effects of the automatic sliding- 
scale on the attitude of other socially and politically 
important groups. 

In general, sliding-scale arrangements have become 
more and more frequent throughout western Europe, 
though there are also recent examples (for instance 
in Austria and Finland) where the change is towards 
less automatic arrangements. Although the systems 
vary widely from one country to another as to the 
degree of automaticity, the frequency of adjustment 
and the completeness of compensation, it is broadly 
true to say that some kind of sliding-scale arrangement 
is provided for a large part of the workers in every 
country, the main exception being western Germany. 


It is not surprising that western Germany should 
be an exception in this respect, since (as seen in 
Chart 12) the cost of living has by and large remained 
unchanged during the post-war period. This remark- 
able absence of an autonomous wage inflation in 
western Germany has often been explained with 
reference to the existence of considerable unemploy- 
ment, which is supposed to have weakened the 
bargaining power of trade unions. Others have 
pointed to organizational weaknesses in the trade union 
structure, especially the low degree of organization, or 
to an allegedly docile attitude of German workers.™ 


®4 The peculiarities of the organizational pattern in western 
Germany and their effects in weakening the workers’ bargaining 
strength are discussed by Clark Kerr, “ Collective Bargaining 
in Post-war Germany ”, Industrial and Labour Relations Review, 
April 1952. 
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In such discussions, it is often overlooked that 
in western Germany money wages have in fact gone 
up as much as, and real wages much more than, in 
most other western European countries. Although 
the standard of living is still significantly lower for 
western German workers than for workers in the 
United Kingdom or Scandinavia, German workers 
have in the last few years seen their standards improve 
far more rapidly. When this is kept in mind, it seems 
less surprising that the advance of nominal wages 
has been kept. within the margin set by the advance 
in productivity. 

Rather than western Germany, it is the Netherlands 
which seems to provide the really outstanding example 
of wage restraint ® in western Europe during the 
post-war period. 


Government wage control: the Dutch case 


The extraordinary conditions during the war gave 
rise to some temporary government control of wages 
in virtually all countries of western Europe. In 
Finland and France it continued until around 1950, 
but it was only in the Netherlands that government 
wage control became a more permanent feature. 


Very broadly, the Dutch system of wage control 
is operated through a Board of State Conciliators, 
acting under government directives and on the basis 
of advice from the Social and Economic Council 
and the “ Foundation of Labour”. The latter is a 
body consisting of equal numbers of workers’ and 
of employers’ representatives and has the very impor- 
tant function of screening the collective agreements 
before they come up for final decision by the Board 
of Conciliators. Through these arrangements, the 
relative structure of wages is largely left to bargaining 
—free, de facto, but highly centralized—between the 
labour market organizations, while the movement of 
the over-all level of wages is subject to effective 
decision at the government level. 


This organization of the labour market has made 
it possible not only to check autonomous wage 
movements but also largely to avoid the demand- 
induced bidding up of wages at the enterprise level. 
When the Korean boom began, general agreement 
was reached on framing wage policy explicitly with 


85 There has been a remarkable stability of wages also in 
Switzerland. The absence of demand-induced wage inflation 
may be explained Бу the relatively free entry of foreign workers 
in sectors where an acute shortage of labour threatened to 
appear. It is more surprising that there has also been a virtual 
absence of an autonomous increase of the wage level. The low 
degree of unification of the Swiss trade-union movement may 
provide a partial explanation. 

*° Penalties for the payment of “ black-market wages ” have 
been in force. 


a view to lowering real wages by as much as 5 per cent. 
The effects can be seen from Chart 12. Real wages 
fell considerably below the 1948 level, and it was 
not before 1954 that the gap was closed by an increase 
of real wages to about the level of six years earlier. 


More recently the whole structure of wage policy 
in the Netherlands has come up for reconsideration. 
In this discussion, the questions of government 
control over the general level of wages and that of 
the degree of freedom for wage differentiation are 
closely interwoven. It is important to note that 
opinions about the desirable extent and form of 
government control over wages are divided along 
political and religious lines both on the side of the 
employers and that of the workers. The majority of 
the Social and Economic Council—refiecting, it 
seems, the opinions of the Protestant and Catholic 
trade unions and of the Protestant employers— 
suggested, in the autumn of 1955, that decisions on 
the general wage level should be vested in a special 
committee of the Council, the Wage Council, although 
its decisions would be subject to government veto in 
the last instance. This suggestion by the majority is 
coupled with a request for a more flexible system of 
wage fixing in detail which would make it possible 
for wages to vary according to profitability and demand 
for labour within the various sectors. 


Against these plans stands a minority consisting 
primarily of the socialist trade unions who want to 
continue the present system of government decisions 
through the Board of Conciliators, and, in particular, 
are firmly opposed to any attenuation of the system 
of “equal pay for equal work ” which has been built 
up during the post-war years. They are against the 
widening of differentials both as between sectors and 
as between more or less successful enterprises within 
the same industry, and they seem to be supported in 
this position by the “ liberal ” employers (i.e., those 
who are not organized on religious lines) who fear 
that the introduction of more flexible wage systems 
would lead to competitive bidding among employers. 

No new legislation has as yet been introduced, but 
some minor administrative steps have been taken to 
meet the desire of the majority of the Council for more 
flexibility with regard to wage differentials. 


Attempts to define a national wages policy 


The favourable effects on the foreign competitive 
situation of the Netherlands produced by the delay 
in the rise of wages has aroused considerable interest 
in the Dutch system in other countries. It must be 
remembered, however, that these effects depended on 
the willingness of the Dutch workers to display wage 


— 165 — 


restraint in the interest of speeding up the reconstruc- 
tion of the country after the war and that subsequently, 
in the years 1954 and 1955 when the economic situation 
improved considerably, the increase in money wages 
in the Netherlands was more rapid than in any other 
country of western Europe. It would be very difficult 
to apply a scheme like the Dutch one to those countries 
—primarily the United Kingdom and the northern 
countries—which resemble the Netherlands in having 
had a high level of demand for labour throughout the 
post-war period, but differ in having a stronger and 
highly unified trade union organization. In these 
countries, the opposition of trade unions to govern- 
ment control of wages is almost unanimous. 


A “national wage policy” is often discussed in 
explicit terms. The basic idea behind the search for 
such a policy is that someone, somehow, has to make 
an estimate of the amount by which the wage bill can 
safely increase without danger of inflation or balance- 
of-payments difficulties. Formidable difficulties are, 
of course, encountered in forecasting the rise in 
national income that can be expected. Even if these 
problems can be satisfactorily resolved, still greater 
difficulties tend to emerge with respect to the way in 
which the increment should be distributed. In 
discussions of wages policy in this explicit sense it 
often seems to be tacitly assumed that the admissible 
limit for wage increases is to be calculated as the 
proportionate share of the expected increase in 
national income due to higher average productivity. 
Trade unions, when strongly organized, are not 
inclined to accept without qualification such a thesis, 
which implies that the share in total national income 
is unchangeable, or, more precisely, that the relation- 
ship between wage income and consumption out of 
profits cannot be changed in favour of the former. 
This assumption is all the more unlikely to be accepted 
under conditions of full employment when both 
industrial profits and incomes of the non-salaried 
middle classes—retailers, farmers, handicrafts, etc.— 
tend to be high. Moreover, though trade-union 
authorities may be prepared to agree that an advance 
of real wages at the expense of investment ought to 
be avoided, it is less clear that they would accept the 
implication that the maintenance of the level of 
investment necessarily means a correspondingly high 
rate of accumulation of private rather than of publicly 
owned wealth. 


It is primarily in the United Kingdom and Sweden 
that attempts have been made to define the possible 
contents of a national wages policy, liable to lessen, 
if not eliminate, the danger of autonomous wage 
inflation. The suggestions put forward show some 
significant differences which are largely explicable in 


terms of the differences already pointed out in the 
organizational background and in attitudes to the 
closely related question of wage differentials. 


In the United Kingdom, the general idea of a 
national wages policy is widely adhered to, but opi- 
nions differ as to the precise meaning of the term. 
Sometimes the implication seems to be that there 
would have to be outright statutory fixing of wages, 
but more often it seems to be implied that the Govern- 
ment, or a particular advisory board created for this 
purpose, would make authoritative declarations on 
the advance of wages which is thought to be per- 
missible. Though such declarations would not be 
binding upon the parties to collective agreements, they 
might eventually take the form of definite instructions 
to arbitrators and courts of inquiry. 


A further question on which opinions differ among 
the proponents of a national wages policy is whether 
the declarations—by the government or by a special 
advisory board—would be concerned only with the 
global increase in wages or also with the question of 
relative wages. Mrs. Wootton, for instance, stresses 
that, together with an authoritative statement on the 
total sum, or average percentage, by which wages and 
salaries can increase without adding to inflationary 
pressure, guidance must also be forthcoming on the 
consequential problem of distribution.®” “ Such guid- 
ance in principle might take the form of policy declara- 
tions that, in proposals for wage advances, priority 
should be given to rates below a level from time to 
time prescribed; and that any advances above this 
level should be tapered off...”.° This approach 
seems to reflect both a preference for an egalitarian 
policy of relative wages and salaries for its own sake 
and a view that, in the United Kingdom, the lack of 
articulate policies with regard to relative wages is a 
main hindrance for an effective control of the general 
level of wages. A different view is put forward by 
Mr. A. J. Brown, who envisages an agreement be- 
tween trade unions, employers and the government 
about the over-all increase in the level of wages leaving 
the sharing-out of the cake among the various cate- 
gories of workers to be decided by bargaining—or 
struggle—among trade unions.*® This would seem to 


87 See Barbara Wootton, The Social Foundations of Wage 
Policy, London, 1955, Chapter VI. 


98 Barbara Wootton, op. cit., р. 177. 


99 “ At the very least, the unions’ functions in the field of 
wage bargaining would be changed largely from an industry- 
by-industry struggle for higher wages at the expense of the 
entrepreneurs and the consumers into a conscious struggle 
between workers in different industries for shares of a fixed, 
agreed, total increment. To this extent, the element of class 
struggle in wage negotiations would be diminished; it would, 

(Continued оп пех! page) 


— 166 — 


require important changes in the British trade union 
structure. 


More generally, the whole discussion in the United 
Kingdom has as a commonly agreed point of departure 
the view that one basic pre-condition for a national 
wages policy, namely some centralization of authority 
within the trade-union movement, is lacking. Indeed, 
it often seems as if the search for a national wages 
policy amounts to no more than a proposal for co- 
ordination and centralization. Such a unification of 
wage claims would, it is argued, make persuasion for 
wage restraint possible.1 


In this respect, the experience and, therefore, the 
starting-point for the discussion of a national wages 
policy is different in Sweden. As has been seen, the 
Swedish trade union structure differs from the British 
both by a high degree of synchronization of wage 
movements and by a greater concentration of power 
in the centralized trade union authority in matters of 
wage claims. But this has not prevented autonomous 
wage inflation from presenting grave problems in some 
periods. On the basis of this experience those discuss- 
ing wage policies in Sweden could not avoid posing 
the question in a more uncompromising way. Some- 
what pointedly, the difference may be expressed in 
these terms: rather than searching for measures by 
which trade unions voluntarily agree to show restraint 
in utilizing their bargaining strength, the problem of 
a national wages policy is to create conditions under 
which the fundamental aims of full employment and 
a more or less perfect stability of the price level can 
be effectively pursued while leaving the trade-union 
movement free not only of direct government control 
of wages but also of the obligation to display a restraint 
which would compromise their basic aim of raising 
the workers’ share in the national product. The 
tendency has been to look for solutions to this problem 
through a closer integration of wage and fiscal policies. 
It may be warranted briefly to indicate the leading 
ideas of two different schemes that have been put 
forward. 


The first of them was propounded some years ago 
by two economists, Gésta Rehn and Rudolf Meidner, 
both of them closely associated with the Swedish trade- 


presumably, be transferred from the field of wage bargaining 
to the more general political field, in which economic policy 
governing the size of profits would become a more explicit 
issus than at present.” A.J. Brown, The Great Inflation 1939-51, 
London, 1955, pages 295-6. 


100 The view that centralization within the trade-union move- 
ment is desirable is not without exceptions, even outside the 
trade-union movement’s own ranks. The need for a more 
centralized wage policy is questioned, for instance, in an article 
by Е. H. Phelps Brown and В. С. Roberts, “ Wages Policy in 
Great Britain”, Lloyds Bank Review, January 1952. 


union movement.!" It starts out by formulating two 
fundamental conditions which must be fulfilled if a 
policy of wage restraint is to be at all acceptable to 
the trade unions: profits must not be high, and large 
wage differentials not corresponding to real differences 
in the nature of the work must not exist. The first 
of these conditions implies that over-all demand must 
be kept at such a level that general wage policy is not 
frustrated by “ wage-sliding ” at the enterprise level. 
In other words, excess demand for labour must be 
eliminated. The second condition requires a high 
degree of co-ordination of wage claims by the central 
trade-union authorities, so that the highly paid workers 
can be prevented from exploiting their bargaining 
position which is likely to be strong under sustained 
full employment. 


The proposal is then made that, if the annually 
negotiated increase in the general level of wages were 
to exceed what would have been warranted by the 
increase in over-all productivity, the government should 
react by immediately raising indirect taxes to a corre- 
sponding extent. Profits would then be squeezed 
between higher wage costs and a consumer demand 
which, after allowance for the additional indirect 
taxes, would be no higher than would have been the 
case if money wages had increased pari passu with the 
increase in productivity. 


This countering of excessive wage advances by fiscal 
measures would put a certain degree of deflationary 
pressure on the economy, with three further results: 
(1) the generosity of employers in granting wage 
increases would be checked, since it would no longer 
be certain that higher wage costs could be taken back 
in the form of higher sales prices; (2) the decline in 
profits would have as its counterpart an increase in 
government saving corresponding to the increased 
indirect taxation, so that no decline in the total 
resources available for investment would need to 
occur; this would also be required since (3) special 
government measures would be necessary to counteract 
localized unemployment which might appear as a 
result of the profit squeeze.1 


It is not possible here to summarize the discussion 
which developed around this trade-union view of a 
possible method of combining full employment with 
relative monetary stability, pressure on profits, and 


101 See the contributions of Оба Rehn and Rudolf Meidner 
to the symposium Wages Policy under Full Employment, ed. 
R. Turvey, London, 1952. 


1022 To use the metaphor of the author: “ Purchasing power 
should be pumped away so that the demand surface sinks. 
The islands of unemployment which then appear must not be 
flooded over again by re-raising the ‘demand surface’ but 
instead must be removed.” (Rehn, op. cit., p. 34). 
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maintenance of the rate of investment.19° Obviously, 
this kind of policy would not be universally applicable 
and at most would be relevant only in countries where 
the trade-union movement is strong and unified, and 
where the labour movement is also politically influential. 


The other scheme, similar in some respects, is of 
more recent date. It has been put forward by the 
Swedish economist Bent Hansen in a monograph, 
published in 1955, which is part of the report of the 
Expert Committee on the Value of Money, appointed 
by the Government. 


The author starts out from basic assumptions similar 
to those of the scheme mentioned above: free wage 
bargaining is to be preserved, and detailed physical 
controls should be avoided. Stated in the broadest 
outline, the suggestion is that the Government should 
attempt to influence wage negotiations by making 
declarations about the changes in taxation which 
would be introduced in response to various alternative 
outcomes of these negotiations.1% Since the Govern- 


103 For a critical appraisal, see in particular Erik Lundberg, 
“А Critique of Rehn’s Approach ”, page 55 of the symposium 
quoted above. 


104 See Bent Hansen, Finanspolitikens ekonomiska teori (The 
Economic Theory of Fiscal Policy), Stockholm, 1955, pp. 
296-353. See also, by the same author, “ Finanspolitik og 
lgnpolitik ”, Ekonomisk Tidskrift, Мо. 4, 1950. 

105 This committee was appointed in 1951 with the task of 
reporting on the various aspects of maintaining price stability 
with full employment. 

106 A simplified example may serve to show what is involved: 
If a certain increase in productivity is expected, and if the trade 
unions want to pursue a wage policy which would give the 
workers the whole of the increase in the output of consumer 
goods, they would normally claim and, being in a strong 
bargaining position, possibly obtain, an increase in money 
wages over and above the percentage by which productivity is 
expected to increase. For instance, if hitherto one-half of total 
consumption has been out of wages and the other half out of 
profits, the trade unions might be expected to claim an advance 
in money wages by a percentage corresponding to double the 
percentage by which productivity is expected to increase. 
Such a wage policy, if carried through, would undoubtedly be 
frustrated by a subsequent rise in prices and profits. 

Suppose instead that the Government, in sympathy with the 
trade unions’ claim that the increased output of consumer goods 
should benefit only the workers, were to declare that if money 
wages remained unchanged, the following shifts in taxation 
would be carried out: the rate of indirect taxes of consumer 
goods would be raised so much as to leave the level of consumer 
prices unchanged in spite of the increase in productivity, and, 
at the same time, direct taxes would be lowered to the extent 
necessary to make total consumption expenditure increase at 
the same rate as productivity. If, moreover, the reduction of 
direct taxes were concentrated on the lower-income groups, 


ment has the possibility, within a certain range of 
variation of determining arbitrarily the real disposable 
income of workers, independently of the development 
of money wages, it should normally be possible to 
make an offer so attractive to the trade unions that 
they would prefer the level of money wages desired by 
the Government to any other level of wages, whether 
higher or lower. Thus, the author concludes, price 
stability could be preserved without appeals to the 
trade unions for restraint; these would be supposed 
to arrange their policy exclusively with a view to 
maximizing the standard of living of their members, 
though in this struggle tax bargaining with the Govern- 
ment would be largely substituted for bargaining over 
money wages with the employers. 


All this may appear far-fetched, and the author does 
not fail to point out the serious difficulties which would 
in the best of cases be encountered. In particular, a 
scheme like this to be at all workable would require 
a higher degree of centralization and co-ordination 
than has so far been achieved within trade-union 
movements in western countries. Moreover, a high 
degree of regularity and refinement in economic fore- 
casting would be a necessary condition.” 


More generally, this proposal, as well as the other 
Swedish scheme referred to above, bears the mark of 
the very special institutional and political constellation 
in that country. Clearly, the appropriate solutions 
to the problems of wage inflation depend upon the 
historical, social and political factors in a particular 
country. There is not likely to be any single and simple 
answer and, a fortiori, it would be vain to look for a 
panacea universally applicable in the various countries 
of western Europe with their widely different labour 
market structures. 


the fundamental aim of the trade unions would have been met, 
with an unchanged level of nominal prices and wages and 
with over-all balance, hence full employment, preserved. It is 
important to note that the whole operation requires no increase 
in income tax for any group of incomes. On the contrary, the 
scheme presupposes that the Government is prepared to let 
income taxes for the lower income groups become negative, 
thus transforming them into a subsidy to income. 

17 The improvement of economic forecasting is not always 
considered to be wholesome from the point of view of avoiding 
wage inflation. For instance, the Netherlands Economic and 
Social Council in its majority report referred to above considers 
strictly periodical economic reports and forecasts to be un- 
desirable because they might create artificial and unnecessary 
pressures in the formation of wages. 
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Chapter 6 


CURRENT DEVELOPMENTS AND PROSPECTS IN THE SOVIET UNION 
AND EASTERN EUROPE 


1. THe Зомет UNION IN 1955 


The gross output of Soviet industry increased in 
1955 by 12 per cent, about two-thirds of the increment 
being due to rises in productivity and one-third to an 
expansion of the industrial labour force. Both the 
rate of increase and the contribution of higher pro- 
ductivity were similar to the results achieved in the 
previous few years. There were, however, two impor- 
tant differences from the immediate past. In the first 
place, for the first time since 1950 the proportionate 
increase was greater in the producer-goods sector 
than in the consumer-goods sector. Second, as Table 
78 shows, the rise in real wages lagged much behind 
the rise in productivity: in the third year of the Fifth 
Five-year Plan the reverse had been the case, and 
even in 1954 productivity had not increased much 
faster than real incomes. 


Both these developments had been foreshadowed 
in the plan for the year and in the tone of official 
comment on it. The Party Central Committee at its 
January session had emphasized the need to re- 
introduce the preference to heavy industry normal 
before 1951 but allowed to lapse since then. Later 


TABLE 78 


Productivity and real wages in the Soviet Union 


Percentage increase on preceding year 


Average real Average real Labour productivity 
wage of income of 
workers collective 
farmers Industry Building 
1949. 12 14 13 
OBIE Eta 15 19 12 р 
А ом 10 10 10 10 
952 Ue 7 8 q/ 7 
БЕ сое 10 13 6 4 
ОК я в 5 4 т 8 
9 3 7 8 10 
1956 (Plan) . 8 10 


Sources: Plan Fulfilment Reports; Izvestia, 27 December 1955, and 
Pravda, 15 January 1956. 


in the year the Chairman of the Council of Ministers 
pointed out that, unless real wages could be prevented 
from outstripping labour productivity, there would 
be no margin for accelerating investment activity, 
which was desirable at this stage in Soviet develop- 
ment. In conformity with this attitude the reductions 
made in retail prices in 1955 were on a much smaller 
scale than in earlier years, being limited to cuts of 
around 20 per cent in the prices of television sets, 
gramophones, cameras and aluminium kitchen uten- 
sils in July and a further cut of 20 per cent in the prices 
of television sets in December. The unsatisfactory 
harvest of 1954, when grain output was only slightly 
increased and there were reductions in the output of 
sugar and vegetable oil, indeed left no margin for 
cuts in food prices in the first half of the year unless 
more foreign exchange was to be allocated to imports 
of foodstuffs. As a result, the volume of retail sales 
by state and co-operative shops showed only a 5 per 
cent increase. Sales in urban areas increased hardly 
more than the urban population, but in rural districts 
retail turnover increased by 6 per cent as a result of 
higher incomes of peasants in the months up to Sep- 
tember, when, owing to the poor 1954 harvest, free 
market prices for agricultural produce were higher 
than in 1954. 

In 1955, however, it was defence goods rather than 
capital goods which were planned to absorb an 
unusual proportion of the increment of industrial 
output. State expenditure on defence and on fixed 
investment were both planned to increase by 12 per 
cent. In the event, the volume of investment increased 
by only 6 per cent—less fast than in 1954 (see 
Table 128)—and fell short of the target figure by 5 per 
cent. During the year a cut of 640,000 was made in 
the size of the armed forces: it is not known, how- 
ever, what effect this had on actual defence expenditure 
for the year. 


Industrial output 


This pattern of resource allocation was reflected 
in the composition of industrial output, which showed 
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a 16 per cent increase in the output of producer goods 
and a 9 per cent increase in that of consumer goods. 
In 1954, when the rise in total production had been 
about the same as in 1955, both groups had expanded 
equally. The 1955 structure of output showed a very 
considerable over-fulfilment of the output plan for 
producer goods (which were to have increased by 
12 per cent). The over-fulfilment was chiefly concen- 
trated in electrical, transport and heavy engineering 
and to a slightly lesser extent in the oil, electric power, 
chemicals and motor vehicle industries. The main 
shortfalls on plan in heavy industry in 1955 were of 
pig-iron, sulphuric acid and railway rolling stock. 
The gross output of consumer goods was just about 
_that planned, but over-fulfilments included such impor- 
tant items as textiles, footwear, dairy produce and 
vegetable oil. Surprisingly, the bumper sugar crop 
did not suffice for refineries to meet their plan, nor 
did the fisheries attain their expected catch. 


Compared with 1954, the biggest proportionate 
increases (see Table XXX) took place in the output 
of oil products, machine tools, agricultural engineer- 
ing (ploughs, potato planters and diggers excepted) 
and cement. Production of steam locomotives was 
cut back by 14 per cent in accordance with the pro- 
gramme to enlarge the share of diesel and electric 
traction. Increases in the consumer-goods industries 
took the form mainly of improvements in supplies 
of varieties in especial demand. Thus, within a 6 per 
cent increase of cotton textile production, the weaving 
of nap cloth increased by 65 per cent and of furnishing 
fabrics by 10 per cent, and within a 12 per cent increase 
of knitted outerwear that of pure wool garments 
expanded by 27 per cent. The development of the 
synthetic polymer industry, created during the pre- 
vious few years, enabled the output of kapron (Soviet 
nylon) stockings to rise by nearly one-third, while 
hosiery production as a whole increased by 14 per 
cent. 


For the first time since the early years of the Fifth 
Five-year Plan, the planned reduction of industrial 
costs was fully achieved: a fall of 4.7 per cent, against 
a planned reduction of 4.5 per cent, was registered. 
The main contributions to the cost decline in basic 
industry were better utilization of blast furnace capa- 
city, higher off-take of steel in open hearths (714 tons 
per square metre), lower fuel consumption (per unit 
generated) in electric power stations and a raising 
of the share of light fractions in oil refineries. The 
cost showing of manufacturing industry was not so 
favourable, but fewer enterprises exceeded their 


1 For the first time, the ratio of blast furnace volume to out- 
put fell below 0.8. 


planned costs than in 1954. The Plan Fulfilment 
Report attributes the over-spending to excessive out- 
lay on raw materials, fuel and power, and to losses on 
defective goods, rather than to above-plan wage 
payments, and in fact 1955 has seen the start of a 
major reform of the industrial wage structure. A check 
has been put on the decline in piece-rate working, 
on the narrowing of the spread between wage rates 
for different grades of work,? on the lag of piece-rate 
norms behind productivity 3 and on the proliferation 
of wage premia. A special State Committee directly 
under the Council of Ministers was created in May 
1955 to overhaul the industrial wage system. A wholly 
revised wage structure in the building industry was 
introduced with effect from 1 January 1956 at the same 
time as other measures for a reduction in construction 
costs. 


Agricultural output in 1955 


The 1955 grain harvest in the Soviet Union as a 
whole was 22 per cent greater than that of 1954.4 
Whereas in 1954 the weather had been bad in the 
Ukraine and the south and good in the virgin lands 
of Siberia and Kazakhstan, in 1955 the situation was 
reversed: the weather in the traditional farming areas 
of the country—the European part—was good and 
for some crops excellent. On the other hand, in the 
Asian part of the country, where 20 million hectares 
of new land were sown, the spring was late and cold, 
and summer, when it came, brought severe drought, 
which hit the grain crop badly. 

No full statistics have yet been published, but, so 
far as can be judged, grain yields on the new lands 
were little more than half those mentioned when the 
ploughing-up campaign was launched. The addition 
of 15 million hectares of virgin soil to the sown area 
in 1955 (5 million were already sown in 1954), which 
represented a 13 per cent increase on 1954 in the grain 
агеа,5 brought one-third of the increment in the grain 
crop, and an increase of nearly one-sixth in yields on 
the old areas brought the other two-thirds. 


2 The ratio of the highest to the lowest wage rate changed as 
follows: 


1946 1955 
Engineering ее 3.2 to 3.6 2.4 to 2.5 
HAG. eee te Peet erie es 3.6 2.7 
Chemicals Goss c/o 3.6 to 3.8 2.26 to 2.65 


Source : Voprosy Ekonomiki, No. 8, 1955, р. 4. 


3 Thus, a worker in engineering has usually over-fulfilled his 
norm by 60 to 80 per cent, in chemicals by 40 per cent and in 
metallurgy by 35 per cent. 


4 Crop statistics, quoted by Mr. Khrushchev (reported in 
Pravda, 15 February 1956) in index number form, are reproduced 
in estimated absolute figures on page 192. 


5 The new land not sown to grain was exactly offset by trans- 
fers of old land to grain. 
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In the hope of considerably increasing the total 
grain crop in the European regions in 1955 by substi- 
tuting maize in the same areas for the traditional 
crops,® the area sown to maize was increased from 
4.3 million hectares in 1954 to 17.9 in 1955.7 The 
additional hectares sown in 1955 were, however, 
farther north than the traditional maize lands, and the 
chances of the grain reaching maturity were in any 
event less—some was planted for silage—even if 
farmers had been more accustomed to its cultivation.® 
Until yield statistics for the various regions are pub- 
lished, no real assessment can be made of the net gain 
which may have resulted from the rapid introduction 
of maize into the established grain pattern. The fact 
that, after the results of the first year of large-scale 
cultivation were known, the Party Central Committee 
included in its draft directives on the Sixth Five-year 
Plan the 28 million hectare target for maize which it 
decided upon at the start of the campaign in January 
1955 indicates continued official confidence in the 
present policy. In any event, maize planting is going 
hand in hand with a sizeable programme for construct- 
ing silos, so that there is sure to be a net improvement 
in fodder supplies from silage.® 


The sugar beet crop was the biggest since 1937 and 
the flax and sunflower harvests were also good. 
Potato yields, however, were down. The bad weather 
in Central Asia had its repercussions on the cotton 
crop. A considerable increase in the area under cotton 
had been planned. But the late frost 1° destroyed most 
of the young shoots and, though much was replanted, 
the area under crop was in the end just about the same 


8 Mr. Mikoyan expressed his opinion that an average maize 
crop would yield 50 to 70 per cent more grain per hectare than 
other grains (election address to his Erevan constituents, 
March 1954). Mr. Khrushchev quoted figures to show that 
maize yielded more per unit of labour in terms of animal nutrient 
than any other fodder (Pravda, 3 February 1955). 

7 About half the new maize lands had previously been under 
other grains, and half under fodder crops, hay and grazing. 

8 See Selskoe Khozyaistvo, 19 November 1955, reporting the 
Minister of Agriculture on farmers’ mistakes. 

® Preliminary results showed that 6.3 million tons of maize 
were ensilaged in 1955 (/zvestia, 29 October 1955): this adds 
more than a tenth to normal supplies. 

10 п Tadzhikistan it was followed by torrential rain and hail- 


storms; altogether two or three resowings were needed over 
three-quarters of the plantations. 


TABLE 79 
Soviet livestock numbers at the 1 October census 
Million head 


1953 1954 1955 


Cattle : Private .... 27.0 27.8 
States. 5 aoe ac 4.0 4.1 
Collective... 32.0 33.0 
‘Total®. 2) a. 63.0 64.9 67.0 
Of which : 

Cowsiemetivatea-w- are 15.4 15.6 16.7 
Ре 1.4 1.6 127 
Collective... 9.2 10.3 10.8 

То 26.0 29 29.2 

Pigs : РУО: eae Zieh 29.6 29.7 

Stately А Не 2.8 2.9 8.2 

Collective ... i fer 18.6 19.2 
оао 47.6 51,1 52,1 ы 

Sheep : Private ea see 34.0 37.7 41.1 

State lpn hea 9.4 9.7 10.2 

Collective . .. 71.5 70.1 73.6 

Ч аа 114.9 117.5 124.9 


Sources : Plan fulfilment reports. 


as in 1954 and, despite denser planting," yields per 
hectare were lower than in 1954. 


The main object of recent livestock policy has been 
to increase yields rather than numbers. It is therefore 
perhaps not unexpected that, as Table 79 shows, the 
number of pigs on collective farms should have 
increased by only 3 per cent, though somewhat more 
surprising that the number of pigs on private plots 
should have remained constant. The number of cows 
rose by 5 per cent during the agricultural year 1954/55 
(the number of privately owned cows rising more than 
the average 12) and milk yields on collective farms were 
16 per cent up on 1953/54. 


н Fighty per cent of the area sown was in 45 x45 cm. rows, 
whereas in 1954 about the same percentage was sown in 70x 
70 cm. rows. 


12 The tax concession granted to private purchasers of cows 
does not extend beyond 1955. 


2. EASTERN EUROPE IN 1955 


The year proved to be a very good one for the 
eastern European economies. Industrial production 
increased faster than the plans for the year demanded 
and, except in eastern Germany, faster than in 1954. 
Personal consumption continued to increase—less 


fast than in 1954 but, thanks to the good harvests, 
with less strain on balances of payments. Except in 
Czechoslovakia and Hungary, fixed investment in- 
creased, as well as stocks. Cuts in defence expenditure 
were announced during the year. Important excep- 
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TABLE 80 


Indicators of industrial activity in eastern Europe 


ee ee eee. pee ae a rh Yogor Len emmy 


1953 1954 1955 1956 
Actual Actual Plan eset Plan 
Percentage increase (+) or decrease (—) compared with previous year 
Albania 
се Se бе мое Ss +22 +11 +10 +13 sali 
Bulgaria 
ЕО Wee pret, BO cok AK Be) ap il =o +7 +10 Stel 
Of which: 
ОЕ ИЯ о a oe 1-23 +16 a 
Sonsumerpoods wae. ee. ee eee +4 +3 +6 as о 
Employment of workers in industry ......... =r) atl +4 57 +4 
Gross output рег worker in industry. ........ aril +2 aps) +8 +8 
А ое -.. . .). . . .. =... =e —4a —3 —4 —4 
Czechoslovakia 
UTES STL ae ee ie a eae eee eee +10 +4 +9 +11 ae 
Of which: 
ВОНИ =e ft. eee OS Е т 5 
АЕ ООО me ber. оо: БЛ Ok. ae ae bes ms Е. 
Employment of workers in industry ......... +3 51-7) +] 2 +2 
Gross output per worker in industry. ........ ЕЯ +2 +8 +8 +7 
Keostuoteproduction «9.5 2.) ). we pes Pe ete, 4 —2 —4 —4 Ss 
East Germany 5 
GTOSSeOULDUE oe ae. oe, ee ES +12 +10 +614 +8 aes) 
Of which: 
eavyeingustry ee! ое И лы де +14 +10 Ato НЕО 11 
ientgand food ааа е в,  e +9 +10 а: apy МЕ 
Employment of workers in industry ......... +7 +5 04 0 is 
Gross output per productive worker in industry .. . +9 +4 +74 +8 +94 
ОО pTOGUCHON ns em hy ae ss nce, # —24 —4d —Sde —5d 
Hungary 
GEOSSEOULDI ile el we. Sets Bac ae Ls leet we +11 +3 +6 +8 +6 
Of which: 
Е ee he ME ge cP Ss, oe +18 —6 +4 +7f +10 
ау see, а. es 0 +5 +7 +9F —4 
ЕТО А а и с о actyts) +10 +13 +6 +9f +10 
Employment of workers in industry ......... +11 +3 +2 +2 222 
Gross output рег worker in industry. ........ +1 +1 +4 +6 +5 
ВЮ ОСНО tlt ui. Airs) АЕ Sane. en aye —3 —3 —3 
Poland 
(СС ДИН аще о ба fe om eke ee ew +18 +11 +9 +11 arti 
Of which: 
РЕВ ОМ mamta? ое ор о о Side 6 +17 +11 +6 os sei 
GORSUMCERPOOUS ar ai ae ei ие ИР +19 +11 +11 os ari 
Employment of workers in industry ......... +6 +4 +3 +4 $ 
Gross output’ рег “worker in industry... ..... . +11 +7 +5 +6 
ОСОБО Ве О есле ды —4 —2 —3 —3 
Rumania 
ОЗОНЕ ся Вы ees Paseo ots +14 +7 +6 _ +14 +108 
Of which: 
РОНС ОО a sas. Gee dee es ee eel as +17 +4 a +16f +118 
оне eOOdS се +11 +11 +10 +10F +98 
Employment of workers in industry ......... +16 +4 ae +3 8 
Gross output per worker in industry. ........ —2 +3 i +11 
ри 
Sources : Plans and plan fulfilment reports. For figures in earlier years, с Basic materials and metal-using industries. 
see Table XXXV, page 103, Economic Bulletin for Europe, Vol. 6, No. 2; d Nationally owned industry under central control only. 
Table ТУ, р. 30, Table 7, р. 90, Table ПИ, р. 96, Economic Bulletin for Europe, Eleven months only. 


Vol. 7, No. 2; and Table 15, p. 27, Economic Bulletin for Europe, Vol. 7, No. 3. a 
f Provisional. 


а Plan. 
1уе- 1956-1960). 
УЕ а jodexs 8 Average rate of the Second Five-year Plan (19 ) 
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tions to the generally good record were the slow 
progress of the Czechoslovak house-building pro- 
gramme and supply difficulties in the case of meat 
and potatoes in most countries. 


Industrial production 


The rates of increase of industrial production varied 
from 8 per cent in eastern Germany to 13 to 14 per 
cent in Albania and Rumania." It will be seen from 
Table 80 that the greater part (in eastern Germany the 
whole) of the extra output came from increases in 
output per man, which, at 8 per cent, were particularly 
remarkable in Bulgaria, Czechoslovakia and eastern 
Germany. Expansions of the industrial labour force 
were small by comparison with earlier years; in eastern 
Germany there was even an exodus of 30,000 workers 
to agriculture. In general, too, it seems that the 
target reductions in money costs of production were 
achieved and that wage-bills increased less than output: 
in Czechoslovakia this had not happened for several 
years. 

One reason for the better all-round performance in 
industry lay in governments’ success in widening the 
energy bottleneck. In most countries electric power 
production increased faster than total industrial 
production—and, except in eastern Germany, for 
the second year in succession. The average increase in 
the output of electricity was about 121 per cent— 
except in Czechoslovakia greater than in 1954 and 
notably greater in eastern Germany, where the short- 
age of electricity had been particularly serious (see 
Table 81). 


Coal and lignite production in the area as a whole 
increased, as in 1954, by about 14 million tons in 
terms of hard coal equivalent, but whereas in 1954 the 
largest increase had been in Czechoslovakia, in 1955 
it was in eastern Germany that the biggest stride 
forward was made. It seems that the development of 
the new brown-coal field in eastern Germany will soon 
have solved that country’s fuel problem.!> In Czecho- 
slovakia, on the other hand, coal continues to be the 
main limiting factor on production, and in Poland 
the export surplus is dwindling and considerable 
investment will evidently be needed if it is not to be 
wiped out in a few years. In both these countries, 
therefore, increased attention has recently been devoted 
to fuel economy: the proportion of electricity which is 
generated from low-quality fuel has been expanded, 


13 For details on the production of the commodities for which 
output series in physical units are available, see Tables XXXI 
to XXXVII. 


14 Neues Deutschland, 4 February 1956. 
18 See Survey for 1954, р. 47. 


and more industrial boilers have been adapted to its 
use. In Rumania, where the output of oil continues 
to expand satisfactorily, there has been a notable 
substitution of oil residues 16 for coal on the railways: 
coal consumption was reduced from 1.19 million tons 
in 1951 to 0.92 million in 1955; consumption of oil 
residues, meanwhile, increased from 0.27 million tons 
to 1.08 million tons. 

Partly, no doubt, because of the improvement in 
the coal position, the output of cement, which in 
Hungary and Rumania had been cut back sharply 
in 1954, expanded in all the countries in 1955, and 
altogether an extra 1.7 million tons were produced. 


Similarly, eastern Europe’s output of crude steel, 
which had on balance gone up by only 300,000 tons 
in 1954, increased by 1.1 million tons in 1955, in part 
as the result of the commissioning of new plant and 
in part as the result of improvements in the techniques 
employed in existing capacity. The continued rapid 
rate of growth in Poland is particularly striking: a few 
years ago, Poland’s output of steel was only about 
one-third of Czechoslovakia’s, now it is almost equal 
to Czechoslovak output. 


The two countries where the supply situation of the 
basic products so far mentioned improved most 
dramatically during the year were undoubtedly 
Hungary and Rumania, where 1954 had been a bad 
year for heavy industry. 


Relatively less data for eastern Europe as a whole 
are available on the fabricating industries.17 The 
production of chemicals seems to have increased faster 
than industrial output in all the countries of eastern 
Europe. The output of sulphuric acid increased by 
about 10 per cent in eastern Germany and Poland. 
Production of nitrogenous fertilizers and of the 
synthetic fibre, stylon, was up by 50 per cent in Poland. 
There were sizeable increases in the output of caustic 
soda and soda ash in both eastern Germany and 
Poland. An index of the production of chemicals as 
a whole is available, however, only for Poland: 


Index of chemical production in Poland 
Previous year = 100 


1950 1951 1952 1953 1954 1955 
132 131 126 118 117 1144 


Source : Przeglad Chemiczny, Мо. 3, 1955. 
@ Provisional. 


Engineering output increased considerably т 
Hungary, after the recession of 1954. In Poland the 


16 Agglomerated oil-tar and coal dust. 


" At the time of going to press, plan fulfilment reports for 
Bee had been published in Bulgaria, Hungary, Poland and 
иташа. 
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TABLE 81 


Output of basic commodities in eastern Europe, 1953-1955 


Percentage ; 
И Percentage change in 
of output in 1956 
1953 1954 1955 (Plan) 
} 
Electric power 
Bulgaria. це. 27 +11 +19 +13 
Czechoslovakia. . . 20.7 +10 +10 +10 
Eastern Germany. . 40.4 +7 +12 : 
MUN gar ee ye. 78) +5 +13 ae) 
Roland: .-.-  * 22.9 +13 +15 
Rumania. : 3. 57 +9 +16 
MOtalen y's GG 100.0 +9 +12% 
Total in million 
ММ: 59.9 65.4 73.8 
Coal and lignite 
Ее р 6 1.2 НЕ +15 +13 
Czechoslovakia. . . 21.0 +6% +49 +9 
Eastern Germany. . 27.4 5 +10 
Нора 352 +1 +4 +8 
Poland tare J 46.4 ES sind 
RUMANIA» ei хз. 0.8 +1 +10 
Lotaleeens 29 100.0 +4 +6% 
Total in million 
tons (hard-coal 
equivalent). . 195 203 217 
Crude oil 
ЧЕ о & 1.8 +17 +12 
Czechoslovakia . 157 +3 0 is 
AUN GAT Vc Ве ess 7.6 +50 +33 +7 
Poland =: 2-3 0 —2 ag 
Rumania . . .°s. 86.6 +7% +8 
о нк 100.0 +11 +10 
Total in million 
о se 10.5 11.7 12.9 


Sources: Tables XXXI-XXXVII. 


production of most engineering items for which 
quantity figures are available increased only slightly, 
but there were notable increases in the output of the 
new shipbuilding industry which has grown up since 
the war, and in the output of agricultural machinery, 
-motor-cycles, bicycles and wireless sets. Eastern 
German engineering production increased by 7 per 
cent, a,somewhat smaller rise than in 1954. It seems 
to have been a general feature in all the countries that 
in engineering the expansion of output was concen- 
trated on goods in high demand on eastern European 
markets—ships in Poland, generating equipment in 
eastern Germany, and agricultural machinery and 
durable consumer goods, including motor-cars, in all 


Percentage : 
ее Percentage change in 
of output in 1956 
1953 1954 1955 (Plan) 
Pig-iron 
Czechoslovakia. . . 37.3 0 +7 +13 
Eastern Germany. . 14.7 +18 +15 
TAUNQATY Qn ee 9.3 +14 bs 
Poland Sha cece). 32.0 +13 +17 
Rumania gees 6.7 —5 +33 
а. 100.0 +6% +13% 
Total in million 
tons). 4 a8). 7.5 8.0 9.1 
Crude steel 
Czechoslovakia. . . 35.5 = +4% +1 
Eastern Germany. . 17.7 5 +9 53 
lelinyaey, 5 9 go € р —4 ap . 
Ро 29.0 +10 +12 
Виа. 57 —13 +22 
Totals Were... 100.0 +2 +8% 
Total in million 
О 12.4 12.7 13.8 
Cement 
Bulgaria. ..... 6.0 +11 +4 +7 
Czechoslovakia. . . 157 +10 +13 +9 
Eastern Germany. . 20.5 +8 +12 
Hungary. ..... 9.4 —9 +24 
Poland eres 28.2 НЕ) +12 
Rumania ..... 16.0 —16 +28 
тов 100.0 +1% +14 
Total in million 
tons eer. ТТ 11:9 13.6 


producing countries—while the output of machine 
tools increased much less. 


The output of cotton textiles increased by 5 to 10 
per cent in Bulgaria, Hungary and Poland, and in 
Hungary there was a further considerable expansion 
of the production of woollen cloth and leather shoes 18 
—both hitherto scarce commodities, particularly in 
the higher-quality ranges—as a result of the more 
liberal import policies pursued until the recent restora- 
tion of preference to heavy industry. In general, 


18In 1955, Hungarian production of woollen cloth was 
60 per cent, and of leather footwear 32 per cent, above the 
1953 levels. 


artis ee 


TABLE 82 
Harvest results in eastern Europe 


Millions of tons 


1953 1954 1955 


Bulgaria 
ПИЯ 6 6 » sa < Dal. 2.4 3.04 
@oarsergraines ee eee 1.6 1.6 2.04 
Czechoslovakia 
Wheatrete ее По 1.5 
Вуе т И = 0.9 1.0 
Ма ты, 5.0 a 0.4 
Вау а. 1.2 1.4 
Oats ПЧ от ое 1.0 
Eastern Germany © 
Wheat ne) 5 See | ig 1.3 
Rye . 6.5 2.6 25 
Coarse grain . | | 2.4 2.8 
Нипгагу 
ЕК ЕН в оо моб 2.8 8} D2) 
Goarseferain о 3.4 3.3 ane 
Potatocsa wa eae 2.0 228) 2] 
ВУ SHE оо особь Del, 23 49) 
Poland 
Неа ме 1.9 2.0 De 
RVG ire ie Se a ten 6.2 5.9 7.4 
(CoORINS fim 5 So o 6 ¢ ds xt ВЕ 
Е 5 о Бо вв 6.9 7.0 7.3 
Китата 
Ата ier se cae aie 9.0 с 12.0 с 
ЕН 19558 оюбьвов ES Sc 2.0 


Sources: For Czechoslovakia, eastern Germany and Poland, informa- 
tion directly communicated by governments; for Rumania: Munca 26.12.1955; 
for Hungary: plan fulfilment report. 


Note. — For Albania see Table XXXVII. 
а Provisional. 


5 Official estimates on the basis of “ biological yield ”, not comparable with 
the figures published in the Survey for 1954, p. 41. 


с The figures are apparently not consistent with those released for previous 
years, and in particular with the 1949-1953 average published in the SURVEY 
for 1954, p. 48. 


however, textiles, except the better qualities, expanded 
much less quickly than metal consumer goods and 
furniture. 


18 The following figures for eastern Germany, where a lack 
of demand has actually forced down the output of textiles and 
shoes, probably present an extreme case of this: 


Volume of production in the first three quarters of 1955 
Corresponding quarter of 1954 = 100 


I Il Il I ип Ill 
Motor-cars'. . . . 158 123 96 Furniture) <=.) 1180) 1130 113 
Motor-cycles 144 204 154 Woollen cloth . . 105 84 64 
Sewing machines . 136 112 102 Cotton cloth. . . 106 100 100 
Household  electri- Knitwear .... 103 99 84 


cal appliances . 187 145 154 Leather shoes .. 95 91 88 


Source : Statistische Praxis, Мо. 1, 1956. 


Agricultural output in 1955 


Harvests were generally good in 1955 all over 
eastern Europe. The grain crop (see Table 82) was 
everywhere better than during the last few years and, 
indeed, except in Czechoslovakia and _ eastern 
Germany, was better than in any of the post-war years, 
as well as being above the average for the five years 
1934-1938—for the first time since the war in Hungary 
and Poland and apparently also in Rumania.?° 


Bread grain harvests in Poland 
Barn yield in thousands of tons 


Average 

1934-38 а 1955 
Мед tacts сле 61960 2180 
Ву орон а 66850 7 350 


Source: Plan odbudowy gospodarczej, Warsaw, 1947, р. 10, and data 
supplied to the secretariat by the Government of Poland. 


@ Post-war boundaries. 


The increase in grain harvests was due only in small 
part to changes in the total area sown to grain, which 
even decreased slightly in eastern Germany,”! and 
mainly to increases in yields resulting largely, of 
course, from more favourable weather conditions, but 
also in part from better farming and bigger supplies of 
fertilizers: 


Increases in yields of grain per hectare in 1955 


over 1954 
Percentages 
Czecho- 
р Е , 
Bulgaria rts: Urey Hungary Poland Rumania 
PAI E rains en ne be 13 Be 15 30 
of which : 
Wiheat area ee wees 33 18 20 
ве Е мы 19 8 oa AG 
Маме, акб se ae 4 5h 35 
Barley Sea eee ee 13 As 22 
All coarse grain . .. ye 15 


Sources; Bulgaria and Czechoslovakia: data supplied to the secretariat 
by the governments, Eastern Germany, Hungary and Poland: plan ful- 
filment reports. Rumania: Scinteia, 24 December 1955. 


20 Tt is, however, difficult to reconcile the statistics for recent 
years in Rumania. According to a declaration of Mr. Gheor- 
ghiu-Dej, first secretary of the Party, in the five years 1949 to 
1953 the grain harvest averaged 4.53 million tons (Scinteia, 
23 August 1954). A year later he stated that in the five years 
1951 to 1955 the harvest averaged 8.7 million tons, and that in 
1954 and 1955 it was 9 and 12 million tons respectively (Scinteia, 
24 December 1955). This last statement implies an average of 
7.5 million tons for the three years 1951 to 1953 and, taken in 
conjunction with the earlier statement, an average of 0.1 million 
tons in the two years 1949 and 1950. It is evident that there 
has been a radical change in the methods used to estimate 
harvests, but it is impossible to measure its effect. 


*! From 2.66 million hectares in 1954 to 2.5 in 1955. Figures 
for Czechoslovakia, Hungary, Poland and Rumania were given 
in the Economic Bulletin for Europe, Vol. 7, No. 3, р. 24, Table 12. 
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On the other hand, the potato crop is reported to 
have been more than 20 per cent below the good 
crops of 1954 in eastern Germany, and about 8 per cent 
down in Hungary, and to have been below the average 
of recent years also in Czechoslovakia and Poland.” 
This was only in part due to weather conditions. Two 
other closely connected factors of a longer-term 
nature played a role. First, manpower continues to be 
short at the harvest period. On state farms in par- 
ticular, and to a lesser extent on co-operative farms, 
seasonal manpower from the towns is needed to lift 
the potatoes.”* Second, shortage of manpower at 
other periods made it difficult to check the spread of 
the Colorado beetle, which now extends over the 
whole of eastern Germany and the western parts of 
Poland and Czechoslovakia. 


It is undoubtedly partly because of the difticulties 
experienced each year in harvesting potatoes, a very 
important fodder crop in the northern countries, that 
the area sown to maize is being expanded in countries 
where it has hitherto been almost unknown. 


Pig breeding continued to expand all over eastern 
Europe, and the number of pigs—which increased 
by 7 to 8 per cent in eastern Germany and Poland and 
by as much as 18 per cent in Hungary—was in several 
countries at or above the previous post-war peak and 
in all the countries greater than it had been in the late 
"thirties, in eastern Germany even 50 per cent higher 
than the average of the years 1936-38. The domestic 
fodder basis for this expansion in population is, 
however, still precarious, and in some countries 
inadequate. In Hungary the plan for 1956 counts on 
a small decrease in the number of pigs, and the five-year 
plan for Rumania does not envisage any significant 
increase. The poor potato crop of 1955 in Poland, 
which forced up potato prices on the free market, 
quickly diminished farmers’ interest in pig breeding 
and increased the slaughter rate until the Gov- 
ernment raised prices for contractual deliveries of 
pigs by about 10 per cent. In eastern Germany 
the effects of the bad potato harvest of 1955 on 
the fodder balance may be even more serious 
unless they are offset by increased imports of coarse 
grains. 

The number of cattle remained more or less constant 
in eastern Europe (see Table 83). This was in con- 
formity with the plans of governments, which all aim 
at increasing the yields of animals rather than their 
numbers. In several countries milk yields have in- 
creased. The picture is less good in the case of meat 


22 Bulgaria is an exception: potato yields per hectare in 1955 
were two-thirds higher than in 1954. 


23 The same is true of sugar beet. 


TABLE 83 


Livestock numbers in eastern Europe 


Million head 


Cattle 


Pigs 
Potal away ona 

Czechoslovakia 

1 Тапаату 19544 45... 3.84 2.18 3.46 

1 January) 1955..... 3.84 1.92 4.09 

1 January 1956..... 3.89 as 4.77 
Eastern Germany 

1 December 1953... . 3.80 2.02 8.21 

1 December 1954... . 3.79 2.06 8.37 

1 December 1955 .... 3.76 2.10 9.01 
Hungary 

1 March 1954 ..... 1.93 0.92 4.45 

1 October 1954..... a Res 6.80 

Маг т 1.96 0.90 5.80 

1 October 1955..... .. а ed 8.00 
Poland 

17 у: 19544 = ние. iby Ae 9.79 

У 7.9 5.5 10.90 
Китата 

December 1952..... 4.8 aa 3.5 

December 1953 ..... 4.6 as 3.6 

ecembersl955 нее 4.8 ik 5.6 


Sources : Plan fulfilment reports; data supplied by the Central Statistical 
Office of Eastern Germany; and Neues Deutschland, 4 February 1956; Munca, 
26 December 1955; Szabad Мер: 9 and 11 June, 9 August 1955; Rudé Pravo, 
1 July and 3 September 1956; Nowe Drogi, No. 7/1955, p. 44; Trybuna Ludu, 
11 February 1956. 


Nore. — For figures for earlier years, see SuRVEY for 1954, Table LXII, 
p. 271, and Economic Bulletin for Europe. Vol. 7, No. 3, Table I, p. 23. 


@ Some increase over the previous year. 


yields. In Hungary, slaughter weights continued to 
fall: the average live weight of slaughtered cattle 
was 418 kg. in 1950, 409 kg. in 1954 and 388 kg. in 
1955. In Poland there had been some improvement 
—in 1954, 39 per cent of the cows slaughtered were 
classed in the lowest weight category, as compared 
with 43 per cent in 1953—but the situation remained 
unsatisfactory, in part because of the smallness of the 
premia offered for higher quality animals. As a 
remedial measure, the effects of which cannot yet be 
seen, the prices paid by the Polish Government 
procurement agencies for cattle of medium and high 
quality delivered over and above the obligatory 
quotas were recently raised by 40 to 100 per cent. 


24 See Gospodarka Miesna, No. 1, 1956, р. 3. 
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Personal consumption in eastern Europe in 1955 


Personal consumption in eastern Europe continued 
to increase in 1955, but at a slower rate than in the 
previous year. The improvement of 1954 had, however, 
been of a quite exceptional kind. The relatively good 
harvest of 1953 had coincided with a more liberal 
policy towards the importation of consumer goods, 
and of materials for their production, and with a 
willingness of governments to run down stocks in the 
interest of restoring standards of living to the level 
reached before the strain of investment and defence 
expenditure brought them down in 1952 and 1953. 


After the bad harvests of 1954 there was a need to 
maintain imports merely in order to maintain existing 
standards, but there was little room for a further 
increase. This situation was discounted in advance by 
governments, as can be seen from the very limited 
scope of reductions in retail prices in 1955 (which 
covered mainly manufactured goods, often more 
expensive ones) and from the importance attached to 
keeping increases in wages in check. For only one 
country are figures of real wages available for the two 
years 1954 and 1955:25 in Poland, official figures show 
that there was a rise of 7 per cent in the average real 
wages of employed persons, as compared with an 
increase of 13 per cent in 1954 (see Table 84, below), 
which itself, however, as Table 85 illustrates, still left 
per capita consumption of a number of foodstuffs 
and other consumer goods below the levels reached a 
few years еагШег.?8 


25 [п Bulgaria it is officially stated that average real wages 
increased by 30 per cent from 1953 to 1955, but it is not known 
how this increase was distributed over time. 

26 The official indices of real wages in eastern European 
countries are obtained by dividing an index number of average 
net money earnings by a chained Paasche index number of the 
prices of consumer goods and services. Using the usual nota- 


Indices of the volume of retail sales give only im- 
perfect guidance as to movements of personal con- 
sumption as a whole. On the one hand, only one-half 
to two-thirds of the goods and services consumed by 
the population go through retail shops. On the other, 
goods sold at retail include some producer goods— 
tools, building materials, etc.—particularly in the 
countryside. Subject to these generalizations, however, 
the figures of retail sales—which are the only indication 
of consumption available for most countries—seem 
to indicate the same trend. 


Volume of retail trade turnover in eastern European countries 


Previous year = 100 


1953 1954 1955 
Plan Actual 
Bulgariaz.... о | I eee Se ae 112 а 
Gzechoslovakia= п. on ee ae 120) 105 111 
Eastern'Germaty) S'seee ee 110 114 106 1074 
Hungaryiesiscs, паза St oe 110. 121 107 105 


Poland as ica hese hs) ee 106 118 0 it 
= 126 И 


Sources : Plans and plan fulfilment reports; Rudé Рг4уо, 10 February 1956. 


a Urban areas only. The corresponding figure for rural areas was 116. 
Ь Current prices. 
с State and co-operative shops only. 


The composition of the increased sales differed 
considerably from country to country. In Poland, 
Rumania and Bulgaria, food sales increased faster 
than sales of manufactures. In Czechoslovakia and 
eastern Germany, increases in sales of durable goods 
were more important, and there was a shortage of 


tion and neglecting personal saving they can thus be written 
2Po9i!XPoo, Where the p’s and q’s refer to consumer goods and 
services. In periods where there are appreciable changes in the 
composition of consumption such a Laspeyres quantity index is 
likely to show a bigger increase or a smaller decrease than 
indices of real wages of the type calculated in western countries. 


TABLE 84 


Real and money wages in Poland 


eee 


1949 1950 1951 1952 1953 1954 1955 а 


Average numbers employed in the socialist economy 6 


(thousands) О о ое Ba tees 4 354 5 153 5 631 5 893 6 272 6 515 6 784 
Average gross monthly wage (zloty). ....... 466 567 625 689 968 1 029 1077 
Average net monthly wage (zloty). ........ 447 541 592 _ 644 911 967 1010 
Index of average net money wages ........ 100 121 132 144 204 216 226 
Index of prices of consumer goods and зегусез с. . 100 108 118 135 192 181 177 
Index of average real wages ........... 100 112 112 107 106 120 128 


Source : Trybuna Ludu, 3 February 1956. 
@ Provisional. 


Ь Wage- and salary-earners in state and co-operative enterprises (excluding 
members of agricultural co-operatives). 


С A Paasche index on a chain base. 
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TABLE 85 


Consumption per head of selected commodities in Poland 


| Unit 


1950 1951 1952 1953 1954 
Grain@, . О eens, Bete ae, Kg 163.3 165.8 160.4 160.5 163.3 166.0 
Meat and animal fats... У... 28.9 38.4 38.6 33.7 36.3 S77 
Of СЛАТЬ, Фет а tub, Lam: 4.3 6.2 5.8 5.2 5:5 50 
Рау, products oes we nn Litre 278.7 292.5 318.8 313.4 310.9 322.6 
Ojavhich= Butter’... wiesaseis . Я Kg 257) 3.3 3.9 4.0 4.0 4.6 
Е ПО , Piece 116 116 127 130 125 135 
ИИ prety aut мо Mok? Kg 2.1 2.0 2.8 B55 3.3 3.8 
Ofpwhich® Ногти о ат 1.8 1.3 1.3 1.1 1.6 1.8 
ЕО а иена 1.3 1.7 1.7 1.9 1.8 1.8 
SEES сосок ae о ИОВИ 19.3 21.0 24.9 22.4 19.9 22.4 
Веег ое. Litre 10.4 13.9 15.0 16.4 19.0 19.6 
REID Brees Mme ее с о а oh Piece 893 1 063 1120 1169 1204 1 278 
Woollen fabricsieGc et. >. i otek 4 Metre 1.8 Poi 2:2 2.3 2.3 ро 
ou Elsi gle) пои cae ВИННИ 13.4 14.6 16.2 15.9 15.3 16.1 
SilketaDricsi wee oo. ео ks ee 1.8 1.9 2.4 2.6 DY 2.5) 
WeatherssOlesw. Seat. ме. Kg. 0.5 0.5 0.6 0.5 0.5 0.6 
meathersootweatmry сл... Pair 0.5 — — — 0.8 0.9 
Of which ; Factory production : 0.4 0.7 0.6 0.6 0.6 0.7 
apr Е о Kg. 10.2 11.7 12.6 12.4 11.9 12.8 
Of which: Newsprint ........ 2.1 2.4 2.4 2.4 1.9 1.9 
Сус оса (ems о ии 1:7 1.9 23 1.9 1.8 1.9 
Washingspowder” oso see ora ae Ls) 2.0 3.0 Ball 1.9 2.5 


5 In milk equivalent. 
с Excluding cardboard. 


Source : Trybuna Ludu, 3 February 1956. 
а In flour equivalent. 


The increase in retail sales of manufactured goods 
continued to be faster in the countryside than in 
towns. In Poland total sales by village co-operative 
shops increased in 1955 by 12 per cent above the 
already increased volume of the previous year, a high 


meat and fats. In spite of a rise in real income, the 
per capita consumption of meat hardly increased in 
1955 in eastern Germany, largely because of a cut in 
imports.2”? Hungary was in an intermediate position 
between these two groups of countries: sales of food 


and manufactures increased at an equal rate. The 
increase of 5 per cent in meat supplies was not, 
however, big enough to satisfy the demand.” 


Index of sales of meat in Hungary 


1950 = 100 
To the To factory 

population canteens 
TOSS ор к 92.1 100 
о i os 105.8 114.2 
ое ae 122.9 228.5 
ПОЗ. Sis ane ыы 115.1 257.1 
О ме 119.7 278.2 


Source: Szabad Мер, 8 January 1956. 


27 The volume of sales of meat and meat products to con- 
sumers by shops and restaurants even declined slightly: 
(1950 = 100) 
1951 1952 1953 1954 1955 
129 182 209 231 221 
Sources: Statistische Praxis, No. 1, 1956, and Neues Deutschland, 
4 February 1956. 
28 The production of pork in Hungary was up by 10 per cent 
in 1955 and the production of beef slightly down. Total supplies 
were thus greater in spite of a decrease in imports. 


12 


proportion of the goods sold being footwear and 
textiles.29 In the Czechoslovak countryside, purchases 
of building materials were five times as great as in 1954 
and purchases of durable goods were also considerably 
up : 3% in Bulgaria, too, peasants bought a greatly 
increased quantity of building materials. In Hungary, 
the turnover of farm trading co-operatives was 
15 per cent greater in the first half of the year than the 
corresponding period of 1954, and the turnover plans 
for the second half of the year provided for a further 
rise in sales of textiles, consumers’ manufactures, 
farm tools and fertilizers.*} . 


°° Trybuna Ludu, 5 December 1955. 


30 The following indices of sales in the rural areas of Czecho- 
slovakia in 1955 are indicative: (1954 = 100): motor-cycles 450, 
watches 250, bricks 400, refrigerators 200, cement 550 (Rudé 
Ргато, 9 December 1955). 


31 Some of the expansion may be due to a transfer of sales 
from state shops to co-operative shops, the number of which 
increased by 3,000 during the last two years. (Szabad М р, 
27 June 1955.) 


о 


The greatest change in 1955, however, was the 
changed nature of consumer demand, itself a reflec- 
tion of the improvement in standards of living achieved 
since 1953. In the past, supplies of textiles had 
normally been bought up almost irrespective of their 
appearance and quality. During 1955, the textile 
market was transformed into a buyers’ market not 
only in highly industrialized countries such as eastern 
Germany 3? and Czechoslovakia, but also in 
Hungary,** Poland,*4 and Rumania. In all the coun- 
tries of eastern Europe stocks of out-moded or low- 


32 The burden of unsold stocks of textiles in eastern German 
trade was such that only 50 per cent of current production 
could be covered by firm contracts. Just before Christmas, 
unprecedented large-scale special sales were launched in the 
state shops and the President of the recently created State 
Committee for Trade and Supplies declared that the sale of 
unplanned stocks was a battle to be fought by all trading organi- 
zations. 


33 1п Hungary, total retail stocks (including stocks of food) 
increased from 9 billion forints in October 1954 to 14 billion 
in October 1955, when they amounted to the equivalent of four 
months’ sales (Szabad Nép, 16 November 1955). 


34Tn Poland there are considerable stocks of outmoded or 
low-quality textiles which cannot be sold. The prices of these 
textiles are at present being reviewed and substantially decreased. 
In order to dispose of unsaleable stocks, shops often sell the 
goods in demand only on condition that unwanted goods are 
also bought (Jrybuna Ludu, 18 January 1956). 


quality textiles piled up and special sales at low prices 
were needed to clear them. On the other hand, supplies 
of durable consumer goods produced by the engineer- 
ing industries were in general below actual demand in 
spite of the considerable increase in their production 
noted above. 

Housing construction also continued to lag far 
behind needs. In most countries it increased some- 
what above the previous year’s level and was reason- 
ably in accord with plans for the year. In Czecho- 
slovakia, however, the number of dwellings completed 
fell behind the plan, even after this had been adjusted 
downwards. As will be seen from the table below, the 
authorities are not hoping for much improvement 
in 1956. 


State housing construction in Czechoslovakia 
Thousands of dwellings 


1953LActual eee ee ee 30 
И р ee 40 
1954 Actual’ оо м 28 


1955 Plan published in August 1954. . 48 
Plan published in March 1955 . . 37 
Actual 

1956 Plan published in January 1956. . 39 


Sources: Plan fulfilment reports, Sbirka Zakonu RCS, No. 2, 1954; 
Rudé Ргато, 15 August 1954, 3 February and 22 March 1955. 


3. THE FOREIGN TRADE OF THE SOVIET UNION AND EASTERN EUROPE 


Changes in pattern 


During the past two years there have been con- 
siderable changes in both the volume and the pattern 
of the foreign trade of the Soviet Union and eastern 
Europe. Until 1953 35 the increases in these countries’ 
trade had for several years been made up almost 
entirely of increases in trade with their partners on 
what has been called the “ eastern world market ”.36 
Only eastern Germany, whose trade was very small 
for some years after the war, had significantly in- 
creased its trade with western countries since 1948. 
The Soviet Union had somewhat reduced its trade 
with countries outside the eastern world market over 
this period, and Czechoslovakia’s trade turnover with 
such countries had been cut by more than one-half. 


35 See Survey for 1954, Chapter 5, for a detailed study of the 
development of the trade of the Soviet Union and eastern 
Europe up to the end of 1953. 


°° Тре “eastern world market” (or “eastern” countries) 
includes Mainland China, Outer Mongolia and North Korea 
in addition to the Soviet Union and the countries of eastern 
Europe. For convenience, countries other than these are in 
this section referred to as “ western ” countries (or “ the west ”), 
which are in turn divided into “ western European” countries 
(including Yugoslavia) and “ overseas ” countries. 


In 1954, there was, as Table 86 shows, a consider- 
able increase in trade with the west—by 20 per cent 
in the case of Czechoslovakia, and as much as 30 to 
35 per cent in the case of eastern Germany and the 
Soviet Union. Meanwhile, trade between the Soviet 
Union and eastern European countries continued to 
increase, but at a diminished rate (11 per cent as 
compared with 17 per cent in 1953); the Soviet 
Union’s trade’ with its Asian partners in the eastern 
world market seems, however, to have decreased. 
Trade within eastern Europe showed little change, 
while there was a continued expansion, particularly in 
the case of eastern Germany, in trade with the Asian 
members of the eastern group. 


It is still too early, especially in the absence of 
figures for the Soviet Union on the development and 
distribution of its total trade,?? to fill in the picture 
for 1955. Fragmentary data available for a few 
eastern European countries indicate, however, that 
their trade with the west continued to grow in im- 


a Its trade turnover with western countries appears, on the 
basis of their statistics, to have shown little change in 1955, a 
rise in its exports being just about offset by a decline in its 
imports (see Table 86 and Table VI). 


— 179 — 


TABLE 86 
Distribution of the trade turnover of countries in the eastern world market 


Exports plus imports — millions of current dollars 


Soviet 
Year Union 
1952 670 
1953 940 Eastern 
1954 1100 | Germany 
1952 610 100 
1953 660 130 Czecho- 
1954 720 150 slovakia 
1952 530 220 150 
1953 540 240 190 Poland 
1954 660 270 150 
1952 280 70 150 (80) 
1953 330 90 150 (80) Hungary 
1954 (280) 100 120 50 
1952 290 50 80 (20) (20) 
1953 300 60 120 (20) (30) Rumania 
1954 (330) 70 100 20 (30) 
1952 160 30 30 (20) 20 10 
1953 190 40 60 (20) 20 10 Bulgaria 
1954 200 60 50 20 20 10 
1952 2 540 470 510 490 340 180 110 Eastern 
1953 2 960 560 670 550 370 240 150 Europe 
1954 (3 290) 650 570 510 (320) 230 160 _|(excl. USSR) 
1952 1 560 90 130 30 20 — i 270 Trade with other 
1952 1 790 140 150 40 40 — — 370 countries ш the 
1954 (1 610) 210 160 50 50 ced 10 480 eastern group а 
1952 4 100 1230 1250 1 050 640 470 270 4910 Trade with all 
1953 4750 — 1 640 1 460 1 130 740 540 340 5 850 countries in the 
1954 4900 1 960 1450 1220 (660) 560 370 6 220 eastern group 
1952 640 240 270 430 130 70 30 1170 . 
1953 660 310 220 390 110 90 50 1170 Beale te, 
1954 830 460 260 370 160 90 40 1 380 р 
1952 460 190 220 120 130 10 = 670 Trade with 
1953 340 200 190 90 120 10 = 610 overseas 
1954 520 210 230 180 130 20 — 770 countries с 
1952 1 100 430 490 550 260 80 30 1840 Trade with all 
1953 1 000 510 410 480 230 100 50 1 780 countries in the 
1954 1 350 670 490 550 290 110 40 2 150 western group 
1952 5 200 1660 | 1740 1 600 900 550 300 6 750 ИИ 
1953 5 750 2 150 1 870 1 610 970 640 390 7 630 Е ПЕ 
1954 6 250 2 630 1 940 1 770 (950) 670 410 8 370 


Source : See Appendix С. 
@ Mainland China, Outer Mongolia, North Korea and Albania. 
Ь According to trade statistics of western European countries. Trade between 
eastern and western Germany is included. 


с Obtained by difference. 
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portance, both absolutely and relatively. Poland’s 
trade on the eastern world market even seems to have 
declined about 8 per cent in 1955, while its trade with 
countries outside the region rose by about one-third. 
Eastern Germany increased its trade with western 
countries by one-half, while its trade on the eastern 
world market remained at the 1954 level. Rumania’s 
trade with the west increased equally fast, its trade 
with eastern countries, meanwhile, increasing by only 
a few per cent. Czechoslovakia, on the other hand, 
may be something of an exception to this trend: most 
of the increase in its trade turnover in 1955 (distribution 
not announced) seems to be accounted for by trade 
with the eastern world market,** but this development 
follows an absolute fall in its trade with eastern 
countries from 1953 to 1954. 


Trade turnover (exports plus imports) of the Soviet Union 
and some countries of eastern Europe 1952-1955 


Total trade turnover of each country in 1952 = 100 


Trade with Trade with 
Total eastern western 


trade countries countries 


SOvietsUNion eee see 1952. . 100 79 21 
1953 110 91 19 
1954. . 120 94 26 
1955. 

Eastern Germany ... . 1952. . 100 74 26 
1953 129 99 31 
1954 158 118 40 
1955 177 118 59 

Czechoslovakia ..... 1952. . 100 72 28 
1953 107 84 23 
1954. . 111 83 28 
1955. . 128 

Poland awa < ЩЕ 1952. . 100 66 34 
1953 101 71 30 
1954 110 76 34 
1955 115 70 45 

Каташа ет 1952. . 100 85 15 
1953 116 98 18 
1954 122 102 20 
1955 137 107 30 


Source: See Appendix С. 


While the picture given by these figures is mixed 
and seriously incomplete, the last two years appear 
to show a certain slowing down in the rate of growth 
of trade among the countries of the eastern world 
market and, at least for several of them, a rather 
stronger rise in their trade with the west. Two reasons 


a2 This judgement is based on the negative evidence of western 
countries’ statistics of their trade with Czechoslovakia. 


may be suggested for these trends. First, trade within 
eastern Europe contains a large component of engineer- 
ing products:*® it was natural that it should grow less 
rapidly when the pressure of investment activity 
lessened. Second, the increased attention given to 
the potential benefits of international division of labour 
in general, along with the need for increased imports 
of food and materials in particular, increased the 
attractions of western markets as sources of supply. 
This was particularly true, for instance, with regard 
to imports of non-ferrous metals from the west, which 
were encouraged by the relaxation of western strategic 
controls on, for example, certain types of copper. 


While trade with the west may well continue to grow 
in relative importance, there is little reason to suppose 
that the expansion of trade within the eastern world 
market is coming to a halt. It is possible that this 
trade had begun to approach the limits set by the 
earlier national production plans drawn up without 
adequate weighing of the possibilities of intra-eastern 
trade. But the new long-term plans, which have been 
the subject of intensive inter-government discussion 
with a view to co-ordination, may be expected to 
increase the scope for exchanges in the eastern world 
market. This conclusion is supported by Mr. Khrus- 
chev’s announcement at the XXth Party Congress 
on 14 February 1956 that the Soviet Union was to 
grant credits totalling 21 billion roubles to eastern 
European countries and his remark that even his own 
country did not need to develop all branches of its 
economy when there was advantage to be gained 
from trade. 


Trade with western Europe 


The trade of the Soviet Union and eastern Europe 
with western European countries continued to expand 
in 1955 at about the same rate as in the preceding 
year. During 1954 the increase had been higher in 
exports from western to eastern Europe, but in 1955 
the reverse was true: over the two-year period from 
1953 to 1955 the flows of trade in both directions rose 
by about one-half. In addition to the items which had 
usually figured in Soviet and eastern European sales 
to western Europe—wheat and other foodstuffs, 
coal and petroleum, timber-—growing quantities of 
manufactures, including machinery and equipment, 
were delivered to a number of western European 


wy For example, the share of machinery and equipment in the 
total imports of Poland and Bulgaria was as follows: 


Percentages 
1950 1951 1952 1953 1954 
Poland бы Е yA 35 40 32 


Bulgaria... . 50 45 50 * 45 * 38 


— 181 — 


markets and there were also substantial sales of pig- 
iron and cotton to the west. The exceptionally large 
imports of butter and meat from western Europe 
experienced in 1954 disappeared from the trade in 
1955. Imports of grain continued, however, and in 
two cases—eastern Germany and Poland—are to 
continue in spite of the good harvest of 1955. The 
total of eastern imports from western Europe continued 
to grow rapidly, partly because of a substantial increase 
in deliveries of machinery and equipment. The major 
part of the increase in trade was with the United 
Kingdom, western Germany and France, though there 


was also a significant increase in the trade of the 
southern European countries with eastern Europe.‘ 


Trade with overseas countries 


The figures shown in Table 87 (some of which are, 
however, derived as residuals and are therefore 
subject to wide margins of error) suggest that in 1954 
less than 40 per cent of the trade of the Soviet Union 
and of eastern Europe with the west was with coun- 


4 See Table VI. 


TABLE 87 


Trade of the Soviet Union and eastern Europe with selected overseas countries, 1953 to 1955 


Millions of current dollars : exports, c.i.f., imports, f.o.b. 


Country of destination or origin Exports | 


Soviet Union 


Eastern Europe 


Imports Exports | Imports 


1953 1954 19554 


1954 19554} 1953 1954 19554} 1953 1954 19554 


Bev pts. sii ei 14.1 6.6 
Licey gy ee об бед аа. 23 Deel s:4 
Israel, Lebanon, Syria, Sudan and 

PEMODIAU Sas os ee ms 0.3 
ЗЕ ода свч ое — 
ал. РА 


5.4 
18.9 


15.3 
75) 


23.6 119.5%825.81 125.8 59 Omen 40:3 
3.2 7.8 4.1 0.8 223 4.5 


2.5 


1.0 


11.3 249 16.4 17 В 8.4 
4.6 11.3 36.5 4.2 6.3) 31.2 
5.8 5.3 6.4 | — 4.9 7.8 


10.7 
0.8 


Wratedistates ae eS 

Canada 

Colombia, Haiti, Mexico and 
IVE ZANE Lal are sd ae 


Pay) OY 8373 1.6 5.8 8.5 
3.8 Spi 3.6 0.2 1.0 2.1 


0.3 
4.1 


1.8 3:3 4.2 0.4 — 0.6 


Argentina 
Еее 


15.6) “41'S | 53.4 | 13:31250.6%58.5 


ere 


India 


PUMA Eee OM sh es 


Но о sears 
Other sterling countries 


French and Belgian overseas 
territories 


4.1 SHO. 155 


Total of countries listed ..... 


Sources : Trade statistics of overseas countries. Г : 
3 т i ; eight for Israel, United States, Canada, 
i first ten months for Hong Kong; nine for Egypt, Indonesia and Algeria; eight i Aa с 
я ина "Malaya: seven for Sudan, India and French Morocco; six for Lebanon, Ethiopia, Japan, bree etch ne 
аа Вона South Africa Jamaica, Trinidad and Nigeria; five for Argentina, Gold Coast and Belgian Congo; four for Iran, Haiti and Uruguay; an 
i > iJ ‘7 


three only for Syria and New Zealand. 


147.8» 211.8) 4277.0) | 125.84188. 1.2827 
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tries outside Europe, and that the proportions had not 
changed much since 1952. Nevertheless, in several 
eastern European countries great stress is being laid 
on the potentialities of trade with overseas countries. 


It will be seen from Table 87 “1 that exchanges with 
several of the less developed overseas countries 
increased fast in 1954. More recently there has been 
a reduction in Soviet imports from some overseas 
countries—notably from Argentina, which had built 
up a large credit balance with the Soviet Union, and 
from Australia, as a result of political differences. 
Eastern Europe’s trade with overseas countries has, 
however, expanded even faster than in 1954, mainly 
on the basis of comprehensive bilateral trade and pay- 
ments agreements. The chief flows of trade have been 
between Czechoslovakia, eastern Germany and Poland, 
on the one hand, and Argentina, Brazil, Egypt, and, 
in particular, Indonesia on the other. 


This type of trade, though it has grown rapidly, is 
still small, whether considered from the point of view 
of eastern Europe or from the point of view of its 
share in the overseas countries’ trade. So far, eastern 
European exports have tended to be mainly of food- 
stuffs, including sugar, certain basic materials such as 
timber, petroleum and cement, together with some 
textiles and other products of light industry ; and, 
except in the case of Czechoslovakia, the hoped-for 
sales of machinery did not occur until the second 
half of 1955. Up to the present the greatest increases 
in trade with the less developed countries have been 
with Argentina, Brazil and Indonesia—countries 
which have encountered difficulties in balancing their 
trade with western countries. The expansion in trade 
of the eastern European countries, and also of the 
Soviet Union, with India has been extremely modest, 
perhaps because India, as a member of the sterling 
area, has a wide and relatively unrestricted market 
for its exports and a smoothly functioning payments 
system at its disposal and has less need to develop its 
trade on a bilateral trade and payments basis. 


Nevertheless, the trade of eastern Europe with 
overseas countries is still in its infancy, and judging 
by current production plans and recent trade agree- 
ments can be expected to develop considerably. Thus, 
the Czechoslovak plan for 1956 calls for an increase 
of nearly one-quarter in the production of chemicals 
and explains it by the opportunity for increasing 
exports to Latin America. The Polish Government 


“ Attention is particularly called to the fact that, because of 
the delays in the availability of trade statistics of overseas 
countries, the data for 1955 in Table 86 are annual rates based 
on monthly figures covering only a portion—in some cases only 
a very small portion—of the year. Because of seasonal and other 
influences, the final results for the year may differ rather widely 
from these figures. 


has recently undertaken to construct a plant for making 
enamelware in Egypt in 1957. In December an agree- 
ment was signed between Poland and three middle 
eastern countries—Jordan, Saudi Arabia and Syria— 
for the construction of a railway between Damascus 
and Saudi Arabia. Under an agreement with Egypt, 
Polish technicians are preparing blueprints for ship- 
yards, and for plant for producing electrical apparatus. 
Negotiations are going on for the construction by 
Poland of a railway carriage works in India, iron 
castings plants in Argentina and Syria, a metallurgical 
plant in Turkey, and plant for producing ships’ pro- 
pellers in Brazil. Czechoslovakia and eastern Germany 
have also concluded a number of similar contracts 
with the underdeveloped overseas countries. 


The whole emphasis on the eastern European side 
is on comprehensive agreements covering the delivery 
of blueprints for plants, their construction, the training 
of local workers and the putting of the plants into 
operation. 

The formal basis of the trade of the Soviet Union 
with overseas countries is rather different from that 
of the eastern European countries. In most cases the 
Soviet Union’s trade with overseas countries forms 
part of a multilateral pattern, in which the most 
important element is the sterling surpluses. which it 
receives from its exports to the United Kingdom. 
Thus, it regularly buys wool and other basic materials 
in sterling countries and occasionally, when need 
arises, as in 1954, foodstuffs from various overseas 
suppliers, such as the Gold Coast and Uruguay. 
However, in some of its trading relationships, notably 
with Argentina and Iran, the trade is conducted within 
the framework of a comprehensive agreement of a 
more definitely bilateral nature, like that employed 
in trade relations between eastern European and over- 
seas countries. 


While the recent agreements and other deals nego- 
tiated by the Soviet Union point to a future growth 
in its trade with overseas countries, there is some reason 
to expect a decline in several of its important tradi- 
tional imports. Thus, its output of raw wool is sche- 
duled to rise almost twice as fast as that of wool cloth 
during the Sixth Five-year Plan—i.e., by 82 per cent 
compared with 45 per cent—suggesting a marked 
decrease in its dependence on imports of wool. Simi- 
larly, raw cotton production is éxpected to rise by 
56 per cent in contrast to a rise of only 23 per cent 
foreseen for cotton textile output. In this case, since 
the Soviet Union is already more than self-sufficient 
in cotton, except for certain types, a part of the in- 
crease may be intended for export to eastern European 
countries, thus reducing their needs for imports of 
cotton from overseas sources, as well as to western 
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countries. Still another major import item, natural 
rubber, may be displaced by the scheduled expansion 
of 120 per cent in Soviet synthetic output, following 
the rapid growth already achieved in this branch. 


A fall in trade is, however, not certain, since tyre 
production is also to double, so that there may still 
be an important margin of raw material requirements 
to be satisfied by imports of natural rubber. 


4. THE PLANS FOR 1956 


The Soviet plan for 1956 


The better 1955 harvest clearly improves the pro- 
spects for consumers in the Soviet Union in 1956, quite 
irrespective of the decisions on the allocation of indus- 
trial resources. The expenditure decisions of the 
Government point in the same direction. In spite of 
the continued stress on the importance of expanding 
heavy industry, the plans for 1956 call for only a 
slightly greater rise in the output of producer goods 
than of consumer goods—11 per cent, as compared 
with 9.6 per cent. It seems probable, therefore, that 
real wages in 1956 will increase by not much less than 
industrial productivity unless there are setbacks in 
agriculture. 


The increases planned for productivity in 1956 are 
greater than those planned, but about the same as 
those achieved, in 1955: output per man is to rise by 
7.7 per cent in industry and by 10 per cent in building 
and construction.*2 According to the 1956 budget 
estimates the aggregate of state fixed investment and 
defence expenditure are to rise by at least the same 
extent as industrial productivity. As the budget 
estimates show (Table 88), defence expenditure at 
current prices is to be cut by over 9 per cent, but the 
volume of resources to be allocated to defence will, 
it would appear, be reduced somewhat less, as a result 
of the reduction in wholesale prices in July 1955, which 
particularly affected the products of heavy industry, 
among them, presumably, some products purchased 
on military account. State investment expenditure 
(shown in Table 128) is to rise by 15 per cent in terms 
of constant prices (13 per cent at current prices). The 
largest increase in investment is to be in heavy industry, 
whose share in the total is to rise to 60 per cent. The 
shares of agriculture and transport are also enlarged. 
Investment in the light industries, whose output is 
almost entirely destined for current consumption, is 
to be reduced both absolutely and relatively, but no 
figures are available on investment in industries manu- 
facturing durable consumer goods (which are classified 
under heavy industry). The rapid rates of growth of 
output of those durable consumer goods listed in the 


42 The planned reductions in costs—5.4 per cent in industry 
and 2.8 per cent in building—are, however, proportionately 
greater than those obtained in 1955. 


Sixth Five-year Plan (1956-1960) 43 would seem to 
indicate that no cut has been made in investment in 
this sector. 


The fall, both absolutely and as a share of the total, 
envisaged for the miscellaneous group “ other invest- 
ment ” is somewhat surprising in the light of the 
substantial increase budgeted for social and cultural 
expenditure and for local authorities. As capital 
expenditures on schools, hospitals, sanatoria, and local 


authority housing and services are all apparently to 


increase, the cuts would seem to fall on the construc- 
tion and equipment of administrative buildings. This 
seems likely in the light of the reduction of the civil 
service and the administrative staff of enterprises by no 
less than 750,000 in the past two years. As Table 88 
shows, budget appropriations for administration have 
been steadily falling since the reforms started in 1953.44 
The increase in social and cultural expenditure com- 
prises a 6 per cent rise for education, of which the 
biggest beneficiary is scientific research, although 
spending on secondary schools is also to rise as its 
coverage is extended over rural areas. Public health 
expenditure is to rise by over 15 per cent, about half 
of which is to provide for the increases in salaries of 
medical personnel which came into effect in November 
1955. 


Eastern European plans for 1956 


The characteristic feature of the plans of eastern 
European governments for 1956 is the increased share 
of national income which is to be devoted to accumula- 
tion. In Czechoslovakia, Hungary and Poland the 
target increases for national income are comparatively 
modest (6 to 8 per cent), the target increases for 
investment expenditure about 20 percent. The eastern 
German authorities are planning for an expansion of 
investment by as much as 40 per cent: even though the 
accumulation ratio in eastern Germany is still excep- 
tionally low by eastern European standards, this is an 
extraordinarily fast rate of increase. 


43 See Table XXVII. 

44 These have covered reductions in statistical reporting, the 
elimination of redundant offices, etc. 

45 The programme for the expansion of secondary education 
is to be broadly completed by 1960. 
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TABLE 88 
Soviet public accounts during the Fifth Five-year Plan and the 1956 budget 


Billions of roubles 


1951 


1956 
Budget 


1955 
Actual 4 


1955 
Budget а 


1952 1953 1954 


Revenue 
Turnover tax ‘ 
Dividend from profits 
State loans ee Ae ahr ott: 
Increase in Savings Bank deposits . 
Agricultural tax 
Other direct taxes 
Social insurance premia 
Forest fees НЕ 
Commercial insurance premia . 
Other revenue . 


Total . 
Of which: 
From socialized sector . 


Expenditure 


National economy 
Of which: 

Heavy industry . 3 
Light industry. «7 3 =< « 
Transport and communications . 
Agriculture and forestry 
Agricultural procurement 
Local economy 
Other 4 


Social and cultural measures 
Of which: 

Education Spam, Зе: 

Health and physical culture 

Social Security . г 

Social Insurance 

Family allowances 
Defence . 
Loan service 
Administration . Se idan eee alee ble A ede. 
Subsidies to cover increases in procurement prices . 
Other expenditure 


Total . 443.0 

Of which: 
Тау паев ори, сои. ом Gini. face. ® 98.0 
КО И О Ae Pes gil mad owas! We 27.3 


Sources: Survey for 1954, Table 35; Economic Bulletin for Europe, 
Vol. 7, No. 1, Table 16; /zvestia, 27 and 29 December 1955; Finansy SSSR, 
No. 5, pp. 9 and 34 and No. 6, 1955, pp. 28-33. 


Note. — Budget estimates are italicized. “ Other” has in each case 
been obtained by difference; in 1953-5, “ other revenue ” appears to include 
an offset equal to the value of expenditure on increasing procurement prices. 


@ Without allowance for the wholesale price reductions of 1 July 1955. 

Ь Including effect of July price reductions. 

© Revenue revised to 560.4 and expenditure to 533.0 after July price reductions. 
4 Including construction. 


246.9 243.6 2337 PBN 2 
58.5 70.3 117.5 107.3 
36.3 ES 30.5 а 32.3 

4.1 12.0 10.0 ae 5.0 
9.6 Bel 50.3 
37.8 40.6 48.4 
21.9 23:2 26.5 285% 
1.6 1.6 : 1.9 2.0 * 
2.0 
81.0 125.7 а: 94.2 
497.7 539.8 590.2¢ 561.5 592.8 
460.5 497.3 472.0 501.3 
213.4 222.3 230.1 237.3 
79.7 а 101.2 а 90.0 4 100.9 а 
14.2 е LISS, 3 26.0 = 
21.5 23.0 я 21.8 
62.5 и ов 48.6 
7.9 * 8.0 * 10.0 * 
30.7 23.5 30.0 i 
141.9 147.0 161.5 
72.8 
35.1 
30.5 
17.9 
5,2 
102.5 
14.0 
]2.5 
H 23.3 22.5 = — 
28.7 60.3 57.0 34.8 41.8 
460.2 514.7 553.9 563.5 с 537.8 569.6 
98.1 106.7 116.3 109.3 118.4 
37.5 25.1 4.7 26.7 EG) 23.1 


€ Including domestic trade. 
Л Of which 0.9 for domestic trade. 


& Including some contribution from non-budget resources and comprising 
expenditure on capital investment in light and food industries (8), subsidies 
to cover the incorporation of higher procurement prices, introduced in 
1953 and 1954, into wholesale prices (17) and expenditure on domestic 
trade (1). 

h Includes foreign trade. 


i Under-stated to the extent that non-budget resources are included under 
light industry. 
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Index numbers of national income, investment 
and consumption 


Previous year = 100 


1954 1955 pad 
Czechoslovakia viet 
National income ........ 104 109 108 
Jnvestmnente то . . . <100 91 120 
Ва ее нь 120 111 105 
Construction of dwellings . . .. 93 124 113 
Hungary 
National income ........ 99 = 106 
AVESCIMENt ET ee, 70 89 120 


Retailisales-" rte. 121 105 106 
Construction of dwellings . . . . 159 120 200 а 


Eastern Germany 


Investment ор о 89 111 140 
а ВО а 114 107 105 
Construction of амеШп?.... 90 107 136 


а Including private housing. 


In all these countries the biggest increases in invest- 
ment are to be in the basic industries and engineering. 
The Czechoslovak and Polish plans continue to place 
great emphasis on the expansion of the raw material 
base of heavy industry. In eastern Germany, where 
investment in mining has been running at a very high 
tate in recent years, investment in engineering has a 
higher target. In eastern Germany and Hungary, 
investment in transport, somewhat neglected in the 
past, is to expand by nearly 50 per cent. 


All these plans foreshadow a considerable increase 
in investment in the building industry, which is to go 
hand in hand with changes in the organization of the 
industry designed to improve its flexibility and suitabi- 
lity for carrying out small projects as well as the large 
projects which have until recently been given priority. 

In the case of agriculture, there are surprising dif- 
ferences between countries. Investment in agriculture 
is to increase by almost one-third in Czechoslovakia, 
but in eastern Germany and Hungary the increases 
contemplated are much smaller. 


Planned investment in some sectors in 1956 


1955 = 100 
Czechoslovakia 
Electrici power’. цен. 113 
Engineering ys 69s. еее 134 
УИ ов п: 130 
Hungary 
Heavy industry eis Зуи. 145 
IAGTICUICULC ое cts) ic 104 
о вооон А 146 
Ню ео 150 а 


a Budget grants and state housing loans. 


Eastern Germany 
Mining, power, chemicals and metal- 


Тору ет и За... 148 
Engineering industry ....... 287 
Light and food industries ..... 106 
Арте ties een eee 121 
Transport: wee sar ee ere 146 
Stateshousing ss meee en eee 126 
Building and building materials in- 

UStrics’sig tee ee en ee 280 


Only Bulgaria, as far as is known, is pursuing a 
different path. There, a rather high rate of growth of 
national income—16 per cent—is envisaged; but it 
seems that the volume of fixed investment, which has 
recently been lower than had been planned, is even 
to be decreased somewhat. Moreover, thanks to a loan 
from the Soviet Union,** not the whole of the invest- 
ment will be at the expense of current consumption. 
At the same time, defence expenditure is to be reduced 
by 20 per cent. As a result, the volume of retail sales 
is to be increased faster than the national income. As 
an earnest of its intention, the Government announced 
at the beginning of February 1956—that is, several 
months earlier than usual—a rather comprehensive 
list of reductions of retail prices. These cover most 
foodstuffs other than meat, as well as textiles and 
footwear. They clearly reflect the good harvest of 
1955 and the slump in textile sales.4’ Durable goods, 
which are in heavy demand as all over eastern Europe, 
are hardly affected. 


Total industrial production (see Table 80) is planned 
to increase in 1956 by 10 to 12 per cent in the three 
least developed countries, by 9 per cent in the two most 
highly industrialized countries, Czechoslovakia and 
eastern Germany, and by only 6 to 7 per cent in Hun- 
gary and Poland. In general these rates of increase, 
all to be achieved mainly by way of higher productivity, 
are somewhat lower than those actually achieved in 
1955. In Czechoslovakia and Hungary heavy industry 
is to expand faster than light industry, and indeed, in 
view of the heavy stocks of unsold textiles, the output 
of light industry is actually planned to fall in Hungary. 
The Polish plan, however, calls for approximately 
equal rates of growth in the two sectors of the economy, 
which suggests that the extra claim of investment may 
be offset by a cut in defence expenditure. Among 
consumer-goods industries particular stress is put 


в The amount of the loan, to finance investment in agriculture 
and the building of fertilizer factories, is 370 million roubles 
(630 million leva), equivalent to about 12 per cent of the invest- 
ment planned for 1956. 

47 Similarly, the Government of Albania found it possible 
to lift the rationing of textiles and footwear at the beginning of 
1956 and to unify retail prices for these commodities, 
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TABLE 89 


Agricultural production in eastern Europe 


Index numbers 


1953 1954 1955 1956 
Actual Actual Plan Actual Plan 1960 
Previous period=100 1955=100 
Bulgaria 
Totaly et Seta ВЕ EH. SE 118 106 122 118 
Of which : 
Livestock production ...... 107 108 
Czechoslovakia 
ОА пло: Bes, ее 97.5 110 Wes 109.0 130 
Of which : 
Crops productioniy such eens o- a 113 114 110.2 рн 
Livestock production ...... 105 106 108 106.9 134 
Hungary 
Otel a3 on eee ya са - 128 94 107 103 
Poland 
FLOtall я петь ces eae ea 105 104 106 103 125 
Of which : 
Gropsproduction оо 102 106 105 104 122 
Livestock production ...... 107 103 107 103 129 


Sources : Plans and plan fulfilment reports; Rudé Prdvo, 1 July 1955 and 9 February 1956; Gospodarka Planowa, No. 10, 1955; Zahraniéni Obchod, Мо. 12/1955; 
Bulletin économique hongrois, Paris, No. 29, 15 December 1955; and Economic Bulletin for Europe, Vol. 7, No. 2, p. 25. 


а Lower than in 1953. 


on increasing the output of the food-processing 
industries. 

A detailed plan for agricultural production in 1956 
is available only for Czechoslovakia.4”°* It provides 
for an increase of 9 per cent in the total production, 
with a somewhat higher rate of expansion for plant 
products. The rate seems to be very high, when it is 
recalled that the exceptionally good harvest of 1955 
brought about an increase of no more than 11 per cent 
over 1954. Even more is this the case in Bulgaria, 
where an increase of 18 per cent over the previous 
year is called for. The Hungarian target for total 
agricultural production in 1956, on the other hand, 


47bis See Table 89. 


is only 3 per cent above output in the very good 
year 1955. 


In all the countries it is emphasized that the in- 
creases in the output of crops have to be achieved 
mainly by raising yields per hectare. Sown areas can 
hardly be extended and, on the contrary, may tend to 
decline as industrialization progresses. Sowing plans 
for 1956 thus remain practically unchanged, except for 
some increase in the share of maize. No increases are 
forecast in the number of pigs, which are, as was 
noted above, already at record levels. Similarly, 
though some increase in the number of cattle is 
planned, the main effort is still to be directed to raising 
yields rather than the size of herds. 


5. LONG-TERM PLANS FOR INDUSTRY AND TRANSPORT, 1950-1955 AND 1956-1960 


The Soviet Sixth Five-year Plan 


By May 1955 the total output of Soviet industry 
was already running at the rate originally set for the 
end of the Fifth Five-year Plan. In the end the global 
plans for industrial production were over-fulfilled 
by 9 per cent. 


The rates of growth of the basic industrial products 
—coal, oil, electric power, steel, cement—called for 
by the draft Directives of the Sixth Five-year Plan 
are, as Table 90 illustrates, remarkably similar to 
those actually achieved during the past five years, the 
absolute increases, of course, being considerably 
larger. 
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TABLE 90 


Rates of growth of output of basic industrial products in the Soviet Union 
a pr ST 


Output (millions of tons) 


Commodity 

1950 
Coal tee 4 Be coy ot vase cise oes ta sl cs 261 
COND ace a а. 37.8 
BICC MONCH Oe Ор 91 
ОО ee ee a 27 
Motortyehicles rn а... 368 
SD EACLOLS 10 trae cathy PE he ur cme ice. 1.09 
Metal-cutting machine tools .... . 72 
Caustic soda and soda ash ...... 1.09 
Mineral fertilizer’... . .. бо . 4. < 5.5 
Cement a т.о 10.3 


Source: Table XXX. а Billion K Wh. 


Coal.—A recent article in a Soviet journal 48 looks 
forward to an output of coal and lignite of between 
800 and 900 million tons by 1970. The Sixth Five- 
year Plan’s target is just under 600 million tons, 
which implies a rate of growth of output of about 
8 per cent per annum, very slightly greater than that 
achieved in the past quinquennium. As much as 
one-third of the increment is to come from open-cast 
workings (which require only about half the capital 
cost of deep-mined coal per unit of output), mainly 
in the Siberian and Central Asian fields. There is, 
however, to be a more intensive exploitation of deep 
mining in the European coal-fields, and as a result the 
rates of growth of total coal output are to be remark- 
ably even throughout the country. This represents a 
quite different trend from that of previous five-year 
planning periods, during which the output of the 
eastern regions expanded more rapidly than the aver- 
age. It is to occur, moreover, despite complaints 
during 1955 by deputies from the Central Asian 
republics that their own low-cost deposits were being 
neglected. The decision to develop coal output near 
existing consuming centres obviously implies a desire 
to economize on transport costs—a policy to some 
extent imposed by the physical capacity of the rail- 
ways. A long-term programme to expand the already 
developed industrial centres around the Siberian coal- 
fields was announced by Mr. Khrushchev in February 
1956—a programme, in effect, of expansion based on 
self-sufficiency.*® 25 


48 See E. Shteingauz in Voprosy Ekonomiki, No. 8, 1955. 

48 bis At present, much of the iron ore extracted at Magnito- 
gorsk is shipped to Siberia for smelting with Kuznetsk coal; 
Kuzbas coal is hauled west of the Urals (11 million tons of 
Asian coal went to the European part in 1954); and Siberian 
plants use Ukrainian-made steel castings. 


Annual rate of growth 


кз мо | № 985-1960 
391 593 8.4 8.7 
70.7 135 13.4 13.8 
170 320 its pS) 1355 
45 68 10.8 8.6 
445 650 3.9 7.9 
163 322 8.4 14.5 
105 200 7.8 1357 
2.00 3.42 15.1 11.3 
9.6 19.6 11.8 15.3 
22.4 55 16.8 19.7 


Ь Thousands. 


Output of coal and lignite in the Soviet Union 


Millions of tons 


1950 1955 1960 
Actual Actual Plan 


Deep-mined coal . 236 335 471 
Open-cast working 24 25 127) 


ПОВ 260 390 593 


А somewhat larger proportion of coal output is to 
consist of coking coal—20 per cent by 1960, compared 
with 17 per cent during the Fifth Five-year Plan—and 
it is significant that the major coal-fields marked down 
for more intensive development are the largest sources 
of coking coal. The 80 per cent rise in coke supplies is 
clearly intended to cover not only the increased needs 
of metallurgy, but also export sales: the Soviet Union 
has commitments to Hungary and Rumania, whose 
steel industries can also be expected to expand during 
the second five-year plans. 


Oil and gas.—The output of crude oil was almost 
doubled during the period of the Fifth Five-year 
Plan, and in 1955 exceeded the figure which Stalin 
in 1946 had suggested as a target for 1960. Most of 
this increase is due to discoveries in the rich Volga- 
Urals fields, whose proved reserves are now Six 
times as great as in 1940 and whose output is already 
more than five times as great as before the war. 
During the next quinquennium total crude oil produc- 
tion is again almost to double, and the greater part of 
the increased output is again to come from the new 
fields, while the output of the old Baku fields—in spite 
of a doubling of under-sea extraction—is to remain 
stationary: 15.7 million tons in 1960, as compared 
with 14.5 million tons in 1950 and as much as 22 mil- 
lion tons in 1940. Most new refinery capacity is to be 
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located in the eastern regions, which now supply 
60 per cent of the total oil. 


During the next five years there is to be a big increase 
in the production of natural gas: of the total increase 
in gas supplies which is foreshadowed, 90 per cent is to 
come from natural gas. The oil industry is said to be 
wasting 40 per cent of the natural gas extracted with 
its oil, and metallurgical works are reported to be 
losing large volumes of coke-oven gas because of 
shortages of large-diameter pipe to tap this by-product. 
By 1960, five times as much natural gas and twice as 
much coal gas are to be productively consumed. 


Electric power.—The output of electric power in the 
Soviet Union increased by 88 per cent from 1950 to 
1955, at almost twice the rate (a doubling in 10 years) 
accepted as conventional in many discussions of elec- 
tricity policy in western Europe. During the next five 
years it is planned to increase at exactly the same rate. 
This time, however, the output of hydro-electricity 49 
is to increase considerably faster than that of thermal 
power, partly because of the heavy investment in 
hydro-electric stations made during the last five-year 
plan, only a fraction of which is yet reflected in out- 
ри. 


Electricity supply т the Soviet Union 


Billion Kwh 

1937 1950 1954 1955 1960 
Plan 

Ministry of Electric Power. 25.4 76 106 125* 

Large industrial plants. . . 1.9 24 Dies 
Agricultural plants .... 0.2 1 2 а 
Оо: ons ae ee 12.7 13 15 16* ..е 
О 36.4 90 147 170 320 

Of which : 


Hydro-electric power 3.9 13 19 23 59 


Sources: See Appendix С. 


а The number of collective farms supplied with electricity is to double during 
the Sixth Five-year Plan. 


5 Municipal stations, small industrial plants and railway auto-generation. 
с The Plan Directives foresee an expansion in the output of municipal plants. 


In the longer term, apparently, some slowing down 
of electrical development is expected. The article 
on energy production referred to above 51 speaks of an 
output of electric power of 700 to 750 billion Kwh in 
1970, or about double that planned for 1960. 


#° Work has been or is about to be started on virtually all the 
hydro-electric plants included in the long-term electricity 
development plan of 1937. This includes a 3.2 million Kw 
station on the River Angara in Siberia. 


50 Тре eventual capacity of the hydro-electric stations under 
construction in 1955 is equal to almost treble the existing 
hydro-capacity. It was announced during the year that the 
output of the Kakhovka and Stalingrad plants would be greater 
than originally envisaged. 


51 B, Shteingauz, loc. cit. 


Metallurgy.—The rate of growth of crude steel 
output in the years 1956-1960 is, as Table 90 shows, 
to be somewhat less than that attained during the 
Fifth Plan, though the absolute increase (23 million 
tons) is to be greater. If the target is reached, Soviet 
output in 1960, at 68 million tons, will still fall far 
short of United States output in 1955 (106 million 
tons) and in per capita terms will be no higher than the 
output already achieved in western Europe by 1955, 
after a rate of growth about equal to that planned for 
the next quinquennium in the Soviet Union. 

The composition of steel consumption in the Soviet 
Union is, however, very different from that in western 
Europe and, a fortiori, in the United States. A rough 
calculation suggests that about 40 per cent of the 
United States output in 1955 was used in the manufac- 
ture of consumer goods and in housing, leaving 60 to 
65 million tons for use in making capital goods and 
defence goods. Judging by the production programmes 
announced for durable consumer goods and the 
housing programme for the next five years, the Soviet 
Union in 1960 will be using only some 8 million tons 
of crude steel for these purposes. The balance—about 
60 million tons—available for investment and defence 
is not much less than the amount so used now in the 
United States. On a per capita basis the amount is 
somewhat less than in the United States, but consider- 
ably greater than in western Europe. 

In other words, the composition of the national 
output in the Soviet Union is such that a far smaller 
per capita supply of steel is needed to realize a given 
rate of growth of capital and income than is the case 


TABLE 91 
Principal sources of energy supplies ° in the Soviet 
Union 
Percentages 
1940 “1950 1955 10 
Plan 


Goalie Aa. eae ome 69.3 70.7 67.6 55.6 
Oil... eae eee 755 18.2 21.6 223 
оао 5.9 4.8 4.0 3.2, 
Natural gas ...... 1.9 el 2] 5.5 


Hydro-electricity. ... 
Combustible shales. . . 
Atomic energy. ... . 


Sources : 1940-1955: Voprosy Ekonomiki, No. 1, 1956, p. 26 incor- 
porating hydro-electricity from Table 79; 1960 obtained by applying the 
РНЕ for о м ее ры shown in the Sixth Five-year Plan (Pravda 

anuary to the distribution in 1955, i tin, i у 
Я incorporating atomic energy 


Nore. — The output of each product has been co: ted t 
with a standard content of 7,000 calories. ot ai: Aen ae 
@ The sources covered by the table comprised in 1950 83 and in 1955 88 per 
cent of total energy supplies, the remainder being supplied by wood. 
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in western countries. Much the same is true of a 
number of other basic materials. The preamble to 
the draft Directives on the Sixth Five-year Plan 
claims that Soviet industry has now reached a stage 
when it will soon be in a position to “ overtake and 
surpass the most developed capitalist countries in 
per capita production”. In the field of investment 
this is evidently true. 

The output of copper and zinc is to increase at 
about the same rate as during the past five years, but 
extraction of nickel is to be greater than was planned 
for in the last Five-year Plan. Aluminium output is to 
continue to increase very rapidly, though, as in the 
case of lead, somewhat less fast than in 1954-1955. 
A notable omission from the plan directives is a target 
for manganese, hitherto a considerable export item. 


Engineering. — The engineering industries? as a 
whole produced 10 per cent more than the Fifth 
Five-year Plan laid down, but the decisions of 1953 
considerably altered its product-mix from а 
planned. The plans for steam and hydro-turbines, 
and for equipment for the oil, chemical and metal- 
lurgical industries were far from reached; but, on the 
other hand, the original goals for consumer durables 
and agricultural machinery were exceeded by com- 
fortable margins, the output of tractors, notably, 
being about twice as great as planned. The efforts 
made to cut the turn-round time of rolling stock are 
explained by the slow development of wagon and coach 
production: only in 1960 will output reach the level 
originally laid down for 1950 in the Fourth Five-year 
Pian. The Sixth Five-year Plan envisages an annual 
increase of 10 per cent for railway rolling stock and a 
more rapid rate of increase for electric locomotives 
than was shown during the Fifth Five-year Plan. 
The same is true of machine tools, whose output 
expanded between 1950 and 1955 by 7 per cent per 
annum and is forecast at 14 per cent in the coming 
Plan (see Table 90): within this growth, production of 
large machine tools more than tripled.** Very sharp 
expansion is also foreseen in the output of forging, 
pressing and casting 55 equipment, instruments for 


52 Detailed output figures are given in Tables XXVI, XXVII 
and XXX. 

58 On plans for railway electrification, see below. 

54 An increase of 3.3 times, compared with a planned increase 
of 2.6 times. 

55 This is linked with the plan to create three large forging 
plants (with 215,000 tons capacity) and 23 specialized foundries 
(with an aggregate annual capacity of 1.5 million tons of 
castings): the present practice of each plant operating its own 
small foundry has been found to be very high-cost and the 
construction of small casting, forging and pressing shops in 
areas where these specialized plants are to function has been 
prohibited. Marshal Bulganin, moreover, in his speech of 
4 July 1955, drew attention to the fact that forgings and castings 
were a bottleneck. 


automation and building equipment (especially for 
pre-fabricated concrete).°® The over-all output of 
agricultural machinery is to increase rather more 
rapidly than in the past five years, but within this rise 
that of grain combines and windrowers is to be signifi- 
cantly greater. The rate of growth of tractor output 
is also more rapid than in the last plan.5? Motor 
vehicle production, which increased at the planned 
rate of only 4 per cent per annum in 1950-1955, is to 
increase by 8 per cent per annum under the new Five- 
year Plan. Somewhat higher rates of increase than 
were shown in the past five years are set in the five- 
year plan for metallurgical, oil and some civil engi- 
neering equipment. Some engineering products, while 
still showing substantial increases (of between 1.6 and 
2.6 times over the five years), are to show a smaller 
rate of growth than those shown in 1951-1955—i.e., 
hydro-turbines, generators, buses, motor-cycles and 
chemical equipment. 


Chemicals. — The 84 per cent increase planned for 
chemical equipment closely reflects the average rate 
of growth of chemicals production, so far as it can 
be gauged from the output items quoted in 
Table XXVI. For all but one of these products the 
increase in the next five years is to be proportionately 
greater than in the last five, notably in the case of 
mineral fertilizers and synthetic rubber,®® the rapid 
increase of which may be linked to import saving on 
natural rubber. Sulphuric acid output (no figures, 
planned or actual, were published during the Fifth 
Five-year Plan) is nearly to double by 1960. Produc- 
tion of pharmaceuticals and other medical supplies is 
also to double. 


Textiles and food-processing. — The rates of in- 
crease in the Sixth Five-year Plan for cotton and 
woollen textiles are smaller than those achieved 
during the last five years—23 per cent over five years 
for cotton cloth, as compared with an increase of 
54 per cent from 1950 to 1955, and 45 per cent for 
wool cloth as compared with 61 per cent in the earlier 
period—in spite of the considerable increases in the 
output of raw cotton and wool which are planned.*® 
Linen output, however, which decreased by 27 per 
cent during the last Five-year Plan, is to be raised 


56 The 1960 goals for the building industry include an input 
of 28 million cu.m. of pre-cast concrete (of which 7 million cu.m. 
pre-stressed concrete). This compares with an input of 3 million 
cu.m. in 1954 and 5 million cu.m. in 1955. 

57 In the last Plan period a new production line—cultivator 
(row-crop) tractors—was created. 

58 Tyre production is to double, compared with an increase 
of about one-third in the estimated motor vehicle park. This 
will permit the more intensive use of motor transport and in 
fact the carriage of goods by road is to double. 


59 See Section 4 above. 
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by 1960 to a level one-third above that of 1950: the 
82 per cent expansion that this represents is matched 
by an increase in the flax crop of 35 per cent. For 
the few food products for which comparative figures 
are available for both five-year periods the rates of 
growth are remarkably even. The 75 per cent increase 
in output of the state meat industry 81 in the last five 
years is to be continued by a 78 per cent increase in 
the next five-year plan, and the 57 per cent increase 
planned for fisheries was the rate already shown in the 
past five years. The rates of growth of sugar and 
vegetable oil output in the next five years, 91 and 65 
per cent respectively, are somewhat greater than those 
shown in the past five years. Only the rate of ex- 
pansion of food canning is to decrease, but it rose 
from such a relatively low level in 1950 ® that the 2.1 
times increase of 1951-1955 must be considered 
exceptional. The 78 per cent rise shown in the Sixth 
Five-year Plan is large, and it must be regarded in 
conjunction with the plans for retail trade equipment— 
additional refrigeration and cold storage plant, etc.— 
which should improve the distribution (through time 
and space) of fresh meats, vegetables and fruit. 


Transport. — During the last five years railway 
goods traffic increased considerably faster than had 
been foreseen, though investment in transport was 
in total almost exactly what had been planned and in 
some sectors considerably below the planned amount 
(e.g., 42 per cent below in the case of railway electrifi- 
cation). 


Railway goods traffic in the Soviet Union 


1950 1955 
Plan Actual 
Volume of traffic (billions of 
ton-kilometres). . .... 601 810-840 960 
Number of heavy goods trains 
per month (thousands) . . 50 we 240 


One of the aims of the Sixth Five-year Plan would 
appear to be to diminish the strain on capacity by a 
major programme of railway development, including 
electrification, double tracking, replacement of light 
rails, the improvement of locomotives, rolling stock 
and signalling equipment, etc. The Plan envisages the 
addition of 13,100 km. of new line and double track 
(compared with an addition of just under 8,000 km. 


8° This seems to imply that the 1955 harvest was back to the 
1950 level; the sown area was still below that level, but yields 
were excellent. 


вт Which is only part, but an increasing part, of total meat 
supplies. 


8? 1950 production allowed the equivalent of one tin per 
person every two months. 


in 1951-1955) the electrification of 8,100 km. (against 
2,270 km. during 1951 to 1955), the renewal of 
65,000 km. of track and larger investments in installa- 
tions. Of these investments the most important is in 
electrification, and by 1960 40 to 45 per cent of the 
ton-kilometres run are to be worked by electric or 
diesel traction. 

The shift of emphasis towards reducing future 
current costs in the coal industry at the expense of 
higher capital costs thus coincides with—though it 
would be wrong to say it is dictated by—the need to 
grant the railways (which carry 84 per cent of the 
country’s traffic expressed in ton-kilometres) respite 
until the new programme of transport investment is 
completed. Coal transport has drawn particular 
attention not only because of its significant share in the 
volume of goods carried, but also because the average 
length of haul of coal has recently been increasing, 
whereas previously it had been decreasing. 


Eastern European industrial plans 1950-1955 and 
1956-1960 


In the case of four countries—eastern Germany, 
Poland, Rumania and Albania—statistics recently 
issued by governments and _ reproduced in 
Tables XXXIII, XXXV, XXXVI and XXXVII make 
it possible to compare the actual output in 1955 of a 
number of industrial products with the 1955 targets 
set out four or five years earlier in the long-term 
plans. The performance varied considerably amongst 
the different countries. 


In Poland (see Table XXXV) the extractive in- 
dustries did not hit their targets, but were not far off 
them. The output of electric power was below the 
figure planned, but more than doubled over six years. 
The iron and steel industries also nearly fulfilled their 
plan. In the engineering industries, as far as can be 
judged from the partial figures available, performance 
was patchy. Production of machine tools went very 
well; the output of railway wagons, largely for export 
to the Soviet Union and eastern European countries, 
was above the figure originally contemplated. Motor- 
car production, however, was less than half what had 
been hoped for in 1950, partly because of the compet- 
ing demands of defence production, and the output of 
tractors also lagged behind schedule. The record of 
the textile and footwear industries was quantitatively 
good on the whole, though quality was evidently 
disappointing. 


вз For similar comparisons of actual production in the last 
years of the five-year plans of Czechoslovakia and Hungary, 
see Survey for 1954, Table 27, р. 43, and Economic Bulletin 
for Europe, Vol. 7, No. 2, p. 95. 
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Only in the cases of cement—where it is possible 
that the needs of the plan were over-estimated ®— 
and fertilizers and basic chemicals was there a con- 
siderable lag of actual behind planned production. 


In Rumania (see Table XXXVI) things went less 
well on the whole. The production of oil, together 
with that of natural gas, which had previously hardly 
been exploited, exceeded what had been planned. The 
engineering industry built up a considerable tractor 
production and, more important, an export trade in 
specialized oil equipment. The output of coal, 
however, was less than three-quarters of what had 
been planned, the output of the small iron and steel 
industry was also about one-quarter short of the 
target, the output of chemicals and cement lagged well 
behind schedule. The light industries—both food- 
processing, textiles and footwear—failed to come up 
to expectations and on the whole worked below 
capacity. 

In eastern Germany (see Table XXXIII) production 
in 1955 was significantly below the targets set in 1951 
in the case of all the basic commodities for which 
figures are available except one (sulphuric acid). It 
appears to have been in the textile industries, curiously 
enough, that fulfilment percentages, measured without 
regard to quality, were highest. During the later 
years of the plan, however, the production of coal 
increased very fast, with beneficial results on the out- 
put of a number of industries. 


In Albania (see Table ХХХУП) gross industrial 
output tripled over the period of the First Five-year 
Plan but even so was 8 per cent short of the planned 
total. The production of chrome ore and crude oil, 
however—Albania’s main exports—reached and in 
the one case exceeded the planned amount. 

No integrated plans for the years 1956 to 1960 have 
yet been published for any eastern European country. 
But it is clear from the fragments of advance informa- 
tion so far released that both the successes and the 


64 Cement is also, however, an important export item. 


failures of the past five or six years have had a great 
influence on the shape of the new five-year plans. 
In Poland, where chemicals production had languished 
somewhat, a big effort is to be made to increase it. 
The recent discovery of rich sulphur deposits (esti- 
mated at 50 million tons at a depth of only 60 to 
100 metres) will not only permit cheaper production 
of sulphuric acid, but should also yield an export 
surplus. In Rumania, where thanks to the discovery 
of a new oil-field (itself also the reward of systematic 
geological research) oil production has expanded 
beyond expectations, it is intended to extend the 
chemical industry largely by using the by-products 
of oil refining. On the other hand, engineering output 
is to increase less quickly than hitherto, most of the 
extra output being in specialized lines of production. 
It will be seen that the targets, at least at this pre- 
liminary stage, are prudently stated in terms of 
ranges of output. 


Gross output of industry in Rumania 


1955 1960 
“Plan —sActua@l_— Plan 
announced 
in 1950 (1950 = 100) 1955 =100) 
О 244 216 160-175 
Of which : 

Producer goods . et 231 170-175 
Consumer goods . be 197 150-155 
Engineering .... 216 262 180-200 
Chemicals) о... 264 304 250-300 

Building materials . 273 246 220 


In eastern Germany very great importance is 
attached to the expansion of the output of brown 
coal, not only in order to increase supplies of energy, 
but also in order to form the basis of a specialized 
chemical industry. Much attention is being given to 
the expansion of plastics. The output of the heavy 
engineering industry is planned to increase by 80 per 
cent, much of the increase being for export. There 
is also to be a big expansion of aluminium production, 
which in turn requires a considerable electricity pro- 
duction based on low-grade coal. 


6. LONG-TERM PLANS FOR AGRICULTURE, 1956-1960 


Crop production in the Soviet Sixth Five-year Plan 


The draft Directives for the Soviet Sixth Five-year 
Plan call for a total grain crop of 180 million tons 
in 1960. This target is almost certainly on a barn 
yield basis ® and is therefore up to one-fifth higher 


65 An article in the journal of the Central Statistical Admi- 
nistration, Vestnik Statistiki, No. 3, 1955, makes it clear that 
since 1954 Soviet harvest statistics are in terms of barn yield. 


than the target range of 175 to 188 million tons for 
1955 set in the Fifth Five-year Plan in terms of bio- 
logical yield,®* which was itself about one-third to 


66 ] osses are said to be about a quarter of the crop on many 
collective and state farms and in some cases even more (Pravda, 
24 June 1955). Average harvest losses in the Soviet Union are 
also said to be normally 24 per cent of the biological yield when 
harvesters were used, 13 per cent with reaper-binders, 6 per 
cent with combines and 26 per cent with scythes. (Zycie Gospo- 
darcze, Warsaw, No. 5, 1955, p. 615.) The weighted average of 
all losses can thus hardly exceed 20 per cent. 
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40 per cent higher than the bumper crop of 1952, 
the last year for which official statistics of the grain 
harvest have been published in absolute figures. 
Index numbers covering the years 1950 to 1955 were, 
however, quoted by Mr. Khrushchev in his зреесЁ to 
the Party Congress held in February 1956: in the 
following table they have been applied to 1950 output 
adjusted to a barn-yield basis. 


Soviet harvests in estimated barn yield 


Millions of tons 


1950 1951 1952 1953 
Graint:. 2.) pee. 100 97 113 101 
Sunflower seed. . 2.8 2 3.4 4.1 
Sugarnibectas (ame 21.4 24.4 22.9 23.8 
Cotton (unginned) 3.38 B55 3.58 3.65 
Flax (fibre) <= - 0.72 0.55 0.60 0.46 

1954 1955 1960 Plan 
Стат ware 105 129 180 
Sunflower seed. . 3.0 5.8 8.9 
Sugar beet a0) san 20.3 31.4 48.4 
Cotton (unginned) 3.99 3.68 5.74 
Flax (fibre) . . . 0.61 1.07 1.44 


Sources : Index numbers 1950 to 1955 were given in Pravda, 15 February 
1956, and 1960 on base 1955 in Pravda, 15 January 1956. Grain crops in 
biological yield were given in the plan fulfilment reports for 1950-1952: the 
index coincides with these data (which are in barn yield) if harvest losses of 
one-fifth are assumed in a poor year (1950) and one-sixth in a good year 
(1952). The 1950 crop harvests of other crops in biological yield were quoted 
in Table 19 of the Economic Survey of Europe since the War and have been 
reduced to estimated barn yield by a coefficient of 0.9. 


The Directives state that grain yields per hectare 
are to be considerably raised, but do not say by how 
much. It is, however, plausible to assume that the 
total area under grain may be in the neighbour- 
hood of 145 million hectares in 1960,87 of which 
perhaps 22 million will be under maize.®* The target 
average yield per hectare for small grains for 1960 
is thus probably about 12 quintals per hectare (perhaps 
1214 quintals on the old land), or about 25 per cent 
greater than in 1955. This compares with the increase 
of about 30 to 40 per cent over three years implied 
in the plan announced in 1952. Part of this increase 
in yield is to be obtained by decreasing harvest losses, 
and the Directives lay down that harvesting of small 


87 Assuming full use for grain of the 30 million hectares of 
new land (or its equivalent) and the rate of transfer to grain of 
old. land, including fallow and grazing, envisaged in 
Mr. Khrushchev’s speech of 25 January 1955. 


88 The target maize area for 1960 is 28 million hectares: on 
the basis of the apparent share of silage maize (classed as a 
fodder crop and not as a grain), it is estimated that 22 million 
out of this total would be classed as grain. The target maize 
yield for 1960 is here estimated as 16 quintals a hectare, the 
figure quoted for a 30-year period at an experimental station in 
the south-east in an article by Academician Lysenko in Zemledelie, 
No. 6, 1955: in 1950 the average yield was 11 quintals. (Pravda, 
3 February 1955.) 


grain is to be completed in not more than ten days 
in the European part of the country and seven or 
eight in Siberia and the Far East.® A procedure 
called two-stage harvesting is to be introduced for 
grain where necessary during the next five years: this 
implies the windrowing of the crops and their harvest- 
ing in a second operation. To make this possible 
the production of windrowers has been started, and 
50,000 will be produced in 1960. At the same time 
the output of grain combines for one-stage harvesting 
is to increase to 140,000. 


During the last two years the main emphasis of 
agricultural policy has been on the extension of the 
sown area. The draft plan for 1956-1960 calls for 
the consolidation of this extension, and for the sowing, 
mainly to grain, of all the 30 million hectares ploughed 
up in the last two years.”° But though the iong-term 
potentialities of other zones of virgin land in eastern 
Siberia, in particular the Maritime Krai and the 
Jewish Autonomous Oblast of Birobidzhan, have been 
mentioned it seems that in the near future deliveries 
of agricultural equipment to the developed farming 
regions are to be speeded up. The draft plan appears 
to leave unchanged the long-term targets for fertilizer 
output formulated in September 1953.7 


Very little is said in the draft directives on the 
expansion of crops other than grain. For the four 
crops for which the increases envisaged over the next 
five years are given—cotton (56 per cent), flax 
(35 per cent), sugar beet (54 per cent) and potatoes 
(85 per cent)—it is stated in the case of the first 
three that both the areas sown and yields per hectare 
are to be increased. In the case of potatoes only 
increases in area in the neighbourhood of the large 
towns are specifically mentioned: ** as more early 


°° Unofficial suggestions were made during 1955 that machine 
and tractor stations, which are said to be mainly responsible 
for harvesting delays, should be required to guarantee, under 
pain of a monetary fine, a fixed harvesting period in their 
contracts with collective farms. 


70 п a speech to young workers from the new areas in 
January 1956, Mr. Khrushchev said that where the rainfall had. 
shown itself to be particularly low or the soil excessively saline 
the lands would be allowed to revert to pasture. As these areas 


were previously very lightly stocked, however, there would in 
effect still be a net gain. 


п The targets then announced were outputs of 1614 to 17% 
million tons in 1959 and 28 to 30 million tons in 1964. The 
Directives for the Sixth Five-year Plan call for an output of 
19.6 million tons in 1960. 


In February 1956 state prices for both compulsory deli- 
veries and supplementary purchases were doubled for potatoes 
and raised by 70 per cent for other vegetables. If the retail prices 
of the Decree of 14 August 1954 are still in force they are below 
the new state buying prices for compulsory deliveries in the 
short season and for supplementary deliveries in the flush 
season. The state’s profit on other vegetables is reduced for 
compulsory purchases and would be eliminated for supple- 
mentary purchases. 
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varieties are to be grown, yields cannot be expected 
to rise as fast as if the present sowing structure (in 


which heavy-yielding late varieties predominate) were 
maintained. 


The Soviet livestock plans 


Much of the planned increase in the output of grain 
(including nearly all the maize) and potatoes is 
intended for feeding to livestock, whose other fodder 
supplies—roots, hay, silage, feed-cake—are also 
planned to шсгеазе.”3 The target increases for the 
principle livestock products are shown in the follow- 
ing table. 


Index numbers of Soviet livestock produce 


1950 = 100 
1954 — 1955 1960 
Plan 
Medat-4 Bi -ncs 129 130 260 
Nt We eter mo Fe 108 119 232 
ESC OGM he fin vs 147 154 391 
WV GOl es | uk Si, 128 142 258 


Sources: Pravda, 15 January and 15 February 1956. 
а In live weight. 


The extra wool is to result from an increase in the 
number of sheep of 43 per cent. Though the plan direc- 
tives are silent on the point, it seems that in the case 
of meat and milk the existing emphasis on increasing 
yields rather than numbers is to be maintained. In 
the case of pigs also the main stress in public dis- 
cussion is on the importance of improving quality by 
fattening. As, however, it is planned to increase the 
quantity of pork six-fold, until it forms in 1960 half 
of the expanded supplies of meat, the number of pigs, 
which has recently increased surprisingly little, will 
obviously have to be increased. 


Mechanization plans in the Soviet Union 


The draft plan also lays much stress on the increased 
mechanization of agriculture. As Table 92 shows, 
the aggregate supply of new power added to the 
Soviet tractor park in the course of the next five years 
is to be 96 per cent greater than in 1951-1955 and 
2Y, times as many grain combines are to be produced. 
By 1960, moreover, each tractor is expected to do 
one-third more work daily than it did in 1955. Row 


‘crop tractors, which were introduced during the last 


plan period, are to be supplied in notably large 
numbers, and the maize campaign in the coming 
five-year plan is reflected in the supply of 250,000 
maize and silage harvesters. 


73 The plan Directives make a special point of requiring 
collective farrns to grow enough fodder to supply their members 


_ private livestock. 


sae 


TABLE 92 


Supplies of equipment delivered to agricultural users 
in the Soviet Union 


Tractors Grain р 
Millions of combines ея 
draw-bar Н.Р. Thousands Thousands 
195) т 2.05 53 59 
19526) Derek et: 1.97 41 57 
Е о И 2.52 41 69 
По tap 9 ata ee 2.79 Si, 116 
LOSS cet sa erate Seal 46 112 
Total 1951-1955 . . 12.60 218 413 
Total 1956-1960 Plan 24.75 560 


Sources : Plan fulfilment reports (row-crop tractors were not included in 
published totals of aggregate horse-power in 1953 and 1954, but were given 
separately; they have been converted at 24 H.P. per tractor for 1953, as shown 
in Exportno-importny Slovar, 1954, Vol. 3, p. 262); Pravda, 15 January and 
15 February 1956. 


Decentralization of Soviet agricultural planning 


In agriculture, as in industry, some steps have 
recently been taken to simplify the directives given 
to individual enterprises, and to encourage local and 
individual incentives to a somewhat greater extent. 
Since 1953 there has been an increasing tendency 
to rely on incentives rather than compulsion in dealing 
with the co-operative sector of agriculture.’”* The 
latest institutional changes carry this process a stage 
farther. 


Whereas until March 1955 sowing patterns, output 
plans and livestock breeding schedules were laid down 
centrally, under the new system then introduced 
collective farms are to be informed by 1 September 
each year of the minimum delivery quotas that they 
will have to fulfit during the next cropping season, 
and it is to be left to the management of each farm 
to choose the sowing and breeding pattern which 
seems likely to maximize its profits, given these 
obligations. This choice is, however, not to be 
entirely free: before it can be translated into a firm 


74 This dates from Stalin’s emphasis on the difference between 
the two forms of socialist production—production by state 
enterprises and production by collective farms, “which are 
unwilling to alienate their products except in the form of com- 
modities in exchange for which they desire to receive the com- 
modities they use” (“ Economic Problems of Socialism in the 
U.S.S.R.”, Bolshevik, Мо. 18, 1952, р. 9). This emphasis was 
quite new to Soviet economic thinking (see Oskar Lange, 
“The Economic Laws of Socialist Society in the Light of 
Joseph Stalin’s Last Work”, Nauka Polska, No. 1, Warsaw, 
1953, reprinted in an English translation in International Eco- 
nomic Papers, No. 4, 1955). 
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decision it has to be approved by the rural district 
council and, more important, by the local machine 
and tractor station, which has to satisfy itself that 
the farm’s plans are really consistent with its delivery 
obligations. 

Under the system ruling from 1938 to the present, 
the machine and tractor stations would have had 
little incentive to fulfil this duty conscientiously 
because they had no financial autonomy: they were 
financed directly from the state budget, into which 
they paid all their receipts, and their plans were 
centrally laid down for them by the State. In 1956, 
therefore, a start is to be made in the direction of 
transforming the stations into autonomous enter- 
prises run on a commercial basis, and as a preparation 
for this only a single global target was set for each 
station in 1955, in place of the plans for 22 types 
of tractor work fixed centrally in 1954. 


The same partial substitution of financial control 
for administrative control is to be observed in the 
case of state farms. Until the 1954 increases in the 
prices paid for their produce, state farms had usually 
been run at a loss. In 1955 most of them had been 
made solvent. In 1956 the average rate of profit 
on costs of production to be earned by state farms 
is set at twice the rate earned in 1955. 


Finally, within collective farms the incentive policy 
is to be extended. In order to ensure members’ per- 
sonal interest in results, groups of collective farmers 
are to be made responsible for the care of particular 
pieces of land and particular cattle throughout the 
year. And a number of collective farms have started 
to make monthly payments to members for labour- 
days, in order that the correlation between effort and 
reward shall be higher or at any rate more obvious. 
There are, however, still unresolved difficulties in 
measuring productivity ?° and in fixing incentive 
bonuses.’® These recent developments differ from the 
price reforms of 1953-54 in that they are directed 
exclusively to the encouragement of effort in the purely 
collective sector, as distinct from the plots of indi- 
vidual members. Indeed, there are some suggestions 
that the concessions to private plot-holders made in 
1953-54 are now thought to have gone perhaps too far. 
Thus in December 1954 the journal of the Ministry 
of Agriculture 77 drew attention to a government 
regulation which lays down that the determination of 


5 The problems are discussed in Vestnik Statistiki, No. 5, 
1955, and figure prominently in the current research programme 
of the Institute of Economics. 

® The Soviet legal journal, Sovetskoe Gosudarstvo i Pravo, 
No. 3, 1955, suggested payments varying with weight as well as 
number to those caring for young animals, bonuses to drivers 
for saving fuel and to mechanics for accelerating repairs. 


™ Sotsialisticheskoe Selskoe Khozyaistvo, No. 12, 1954, р. 6. 


farm members’ obligatory minimum of labour-days 
must be governed by the needs of the communal sector 
of the farm and that in any event this minimum must 
exceed the 1953 minimum for the farm. And recent 
references to the inadequacy of the law on private 
plots 78 and current work on collective farm laws ” 
suggest that changes may be coming which will 
strengthen the collective at the expense of the private 
sector. 


Agricultural plans and planning in eastern Europe 


Very little has so far been published on the agri- 
cultural targets of the current five-year plans of 
eastern European governments. The Bulgarian 
Government’s plan issued in 1952 called for an 
increase in total agricultural output of two-thirds from 
1952 to 1957. At the time this looked an ambitious 
target; given reasonable weather, however, there 
seems no reason why it should not be achieved. 


Elsewhere in eastern Europe, аз 1s now common 
knowledge, the agricultural programmes of the first 
long-term plans were unrealized, partly, doubtless, 
because they were inherently over-optimistic and 
partly because in the early years of the plans too 
few industrial resources were placed at the disposal of 
farmers at a time when the contemporary collectivi- 
zation campaigns were in any case unsettling peasants. 
Since 1953 much has been done to provide resources 
and encouragement for farmers. 


Nevertheless, in the only two countries for which 
global agricultural plans have been published for 
1960—Czechoslovakia and Poland—the striking thing 
is their modesty, compared with earlier targets. In 
Czechoslovakia the aim is to increase total agricultural 
output by 30 per cent over the 1955 level: in 1949 the 
aim was to increase output by 37 per cent over five 
years, a target afterwards changed to 53 per cent. 
The Polish plan calls for an increase of only 25 per 
cent over five years, implying a rate of growth about 
equal, as Table 89 shows, to that actually achieved 
during the last three years: the 1950 plan had demanded 
an increase of 50 per cent over the six years up to 1955. 
In both cases the output of animal products is to 
increase somewhat faster than total agricultural out- 
put: the number of cattle is to be increased from 8 to 
10 million in Poland, the number of sheep from 
something like 4.2 to 6 million, and the number 
of pigs, already high, from 10.9 to 12.5 million. It is 
hoped to raise grain yields by 14 per cent. 

As in the Soviet Union, all recent policy measures 
in eastern Europe have been in the direction of encour- 


78 Sovetskoe Gosudarstvo i Pravo, No. 2, 1955, p. 48. 


 Ibid., No. 1, 1955, рр. 1-9 and No. 3, 1955, р. 33. 
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aging farmers to do what the plans demand, rather 
than attempting to enforce their compliance by 
administrative measures—of using changes in relative 
prices, in fact, to do some of ‘the central planners’ 
work for them. The latest example of this tendency 
is a decree issued in eastern Germany which, by 
reducing the prices paid for above-quota deliveries 
(made only by relatively few farms) and increasing 
the prices paid for compulsory deliveries (made dy all 
farms), creams off some quasi-rent from farms well 
supplied with equipment and family labour and 
increases incentives for others. 

In 1955, moreover, directives to individual farmers 
were simplified, in much the same way as in the Soviet 
Union, in all the countries of eastern Europe. Never- 
theless, the similarity cannot be pressed too far, 
because of the basic institutional differences between 
the Soviet Union, where private farming is limited to 
the plots of collective farmers, and eastern Europe, 
where—except in Bulgaria—the bulk of agriculture 
is still in private hands. 


Collectivization policy in eastern Europe 


During the last two years the pattern of land owner- 
ship has changed very little in eastern Europe. As 
Table 93 shows, the area covered by co-operative 
and state farms, which declined in Czechoslovakia 
and Hungary during the course of 1953, has since 
increased somewhat in these countries and by rather 
more—about half a million hectares—in eastern Ger- 
many and Poland, The Prime Minister of Czecho- 
slovakia, Mr. Siroky, explained recently that there 
were three schools of thought on the whole ques- 
tion of collectivization.®® At the one extreme were 
those who considered that the removal of all obstacles 
to the development of private farming was essential if 
agricultural yields were to be increased adequately. 
At the other were those who thought of the 1953 
halting of the collectivization campaign as a purely 
tactical withdrawal and wished to “ set the precipitate 
collectivization policy in motion again as soon as 
possible ”. The middle school, with whom Mr. Siroky 
ranged himself, considered that the “pause for 
breath ” should be continued, but that everything 
should be done to prevent the decay of existing co- 
operative farms, while simultaneously the develop- 
ment of private farming should be controlled. There 
was a similar debate in Hungary, whose outcome was 
summed up by Mr. Rakosi, First Secretary of the 
Party, as follows: “We help individual working 
peasants in every way in order to induce them to 
produce as much as possible, as long as they do not 


8 Novd Mysl, No. 5, 1955. 


decide spontaneously to join co-operatives, seeing 
their attractive example.” 81 


Nevertheless, a number of recent declarations of 
policy suggest that in several countries the pace of 
collectivization is to be quickened again. In Hungary a 
resolution of the Central Committee of the Hungarian 
Workers’ Party stated in June 1955 that “the two main 
problems—socialist reorganization and development 
of agricultural production—have to be resolved 
simultaneously ”,® and it was announced that it was 
the Government’s intention to bring more than half 
of the total agricultural land into the socialist sector 
by 1960. This would involve transferring about one 
million hectares of land from private to co-operative 
ownership in the next five years. In Rumania, the 
directives of the Second Five-Year Plan demand that 
60 to 70 per cent of the saleable output of agriculture 
should be provided by the socialist sector in 1960. 
This implies transferring upwards of 2 million hec- 
tares of land to collective ownership. The First 
Secretary of the Czechoslovak Communist Party, 
Mr. Novotny, has announced that, though no rigid 
target is to be fixed, the Government will try to make 
co-operative farming predominant in Czechoslovakia 
Бу 1960.33 In eastern Germany, Mr. Ulbricht insisted 
that the moment had come for peasants to join co- 
operative farms and that there must be no further 
procrastination. The 1956-1960 plan for Poland 
calls for an increase in the co-operative sector’s share 
of agricultural land from 9 per cent in 1955 to 20 to 
25 per cent in 1960. Finally, the number of Albanian 
collective farms increased in the last quarter of 1955 
by as many as had been founded from 1946 to early 
1954 and in December 1955 the Chairman of the 
Council of Ministers expressed his conviction that the 
number of collectives would double during 1956. 


In Czechoslovakia, eastern Germany and Poland 
only a fraction of the members of co-operative farms 
before 1951 had brought their own land into the 
farms: the greater part of the land had been con- 
fiscated from big land-owners or deserted by its 
owners.® It was precisely when the campaign to force 
individual peasants to pool their land started that col- 
lectivization ran into difficulties. All future increases 
in the co-operative sector, however, will involve the 
transfer of individual peasants’ holdings to communal 


81 Szabad Nép, 27 March 1955. 

82 Szabad Nép, 11 June 1955. 

88 Rudé Prdvo, 1 July 1955. 

84 Neues Deutschland, 10 December 1955. 


85 Нуеп in June 1953 four-fifths of the land in co-operative 
farms in Czechoslovakia did not come directly from peasants. 
Similarly in Poland, co-operative farms were largely in the 
western provinces. 


— 196 — 


TABLE 93 


Socialist sector in eastern European agriculture 


Socialist 
Co-operative farms State farms Rector 
Country Year and Arable land Arable land | Arable land 
quarter о К 
arms а. Р. t 
неее нЕ 
Albania 1953 I 118 6.3 20.4 5.8 pe 20 ss 
1954 I 128 7:5 25.8 6.9 28 а “i 12.8 
IV 150 8.5 30.0 8 ее 
1955 1 160 8.6 5 32.5 9.3 2 20 и 
ш 189 9.7 14 
ТУ 318 
Bulgaria 1953 IV 2 747 569 2513 с 60.5 с 100 170 с 63 с 
1955 1 2721 590 2530 с 61.3 с 108 200 с 64.3 
Ill 2 747 600 2 590 с 61.7¢ 65 с 
Czechoslovakia 1953 II 8 284 4 343.9 2 140 44.0 fe 482 53 
IV 7 3504 ne 1 610 33.0 a 482 42 
1955 II 6 663 а 217.6 1 590 32.9 e 
Ill 6 7804 224 1 602 i os 
IV 70164 335 29 e 43.1 
Eastern Germany 1952 IV 1 906 37 2188 38 ae 250 & Ae 
1953 IV 4 691 129 7518 128 oe 250 & 308 
1954 IV 5 120 158 9318 148 Е 250 & 28 & 
1955 IV 6 047 197 12798 20 oe 250 8 338 
Hungary 1953 I 5 315 1381 26 Be 685 37 
IV 4677 1 087 20 oe 693 33 
1954 II 4 500 978 18 25 ee 31 
IV 4 381 1 090 494 689 
1955 II 4 550 Ae bus ae oe i 
IV 4 817 1 280 23 a 710 34 
ЕР о обо 1952 ТУ 4 478 115.6 627 3.9 res ane 
1953 IV 112 192.2 1068 6.7 Aue 2 489 $ aa 
1954 IV 9712 205 1 295 8.1 ne 2 484 8 198 
1955 II 9 800 200 ate за 
ТУ 9 963 200 2 580 # 248 
Rumania . . 1953 II 3 980% 300 ^ 9824 10.67 25 
1954 IV 5 000 4 318% 1 1004 11.5% ae gh 24 
1955 IV 6 3254 3824 1 203 4 12.44 a 1 329 26.51 


Sources : Albanie-Bulletin de l’ ATA, 20 January 1956; Rudé Prdvo, 1 July and 6 September 1955 
No. 17, 1955, р. 1083; Szabad Nép., 31 March and 8 May 1955; Magyarorszdgi Események, Janu 
p. 28 and 84; Zycie Gospodarcze, No. 11, 1955, p. 412; Statistische Praxis, 
cracy, Bucharest, 18 November 1955; Economic Bulletin for Europe, Vol. 7 


ments. 


Note, — The share of land in the socialist sector does not in all cases correspond to the sum of the sh; 


ary-February 
No. 8, 1955; Gospodarka Planowa, 
‚ No. 2, Table 15, р. 25; Plan fulfi 


it also includes land under communal management and in Poland some land owned by state industrial and other enterprises. 


а End of 1953. 


5 With 51,000 persons. 


с Cultivated land. 


d Excluding the simplest types of co-operative, in which only farm machinery 


is pooled (Type I). 


€ Advanced-type co-operative farms only (Types Ш-ТУ). 


8 Agricultural land. 
A Joint tilling co-operatives are included; they did not exist in 1950. 
i Including also simple associations. 


, 14 January and 9 February 1956; Za Socialistické Zemédélstvi, 
1955; Nowe Drogi, No. 10, 1955, p. 45, No. 11, 1955, 
No. 7, 1955; For a lasting peace, for a People’s Demo- 
Iment reports and direct communications from govern- 


ares of co-operative and state farms; in eastern Germany 
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ownership and are thus bound to be unpopular unless 
great care is taken to make conditions on co-operative 
farms attractive by comparison not merely with life 
on private farms, but—particularly in Czechoslovakia 
and eastern Germany, where manpower is in high 
demand in all sectors of the economy—also with con- 
ditions in industry. 

This is fully realized by all governments, and it is 
emphasized that further collectivization can be a 
success only if it is willingly accepted by peasants 88 and 
by the sons of peasants.§? On the other hand, there are 


86 Hence the stress in several countries, notably Poland, on 
the importance of first introducing the simpler types of co- 
operative, in which not everything is pooled. 

87 “ The young people regard co-operative farms as the future 
form of agricultural activity. But the idea of the co-operative 


clearly limits to the voluntary principle, which, it is 
admitted, cannot be carried so far as to permit con- 
tracting out by minorities in villages where the majority 
of peasants choose co-operation; and in Czecho- 
slovakia, indeed, it has been stated that in villages 
where only a minority of peasants want to join a 
co-operative that minority will receive government 
support.®8 


farm in the mind of the young is not the same as that held by 
those people, who ... are persuaded that a socialist village 
will be a prosperous one. It is conceived according to the current 
opinion of peasants, formed mainly by adversaries of co- 
operative farming.” (Nowe Drogi, No. 11, Warsaw, 1955, 
p. 81). Similar regrets have been expressed in Czechoslovakia 
and eastern Germany. 


88 Mr. Novotny, First Secretary of the Czechoslovak Com- 
munist Party, reported in Rudé Prdvo, 1 July 1955. 
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Chapter 7 


THE PLANNING AND FINANCE OF INVESTMENT IN THE SOVIET UNION 
AND EASTERN EUROPE 


1. THE DETERMINATION OF THE LEVEL OF TOTAL INVESTMENT 


The necessity for a large and growing volume of 
investment is accepted as the major premise of eco- 
nomic planning in the Soviet Union and the countries 
of eastern Europe. The governments of these countries 
proceed from the assumption that economic growth 
must be continuous, and use Marx’s distinction 
between simple reproduction (a stationary economy 
in which gross investment equals physical replacement 
of capital) and continuously expanded reproduction 
in order to illustrate the need for a growing volume 
of net investment. Stalin’s formulation of the prin- 
ciple which has governed policy in the Soviet Union 
for many years and which is referred to as the 
Fundamental Economic Law of Socialism, reads as 
follows: 1“... the securing of the maximum satisfac- 
tion of the constantly rising material and cultural 
requirements of the whole of society through the 
continuous expansion and perfection of socialist 
production on the basis of highest techniques.” The 
existing stock of capital goods and labour must thus 
be fully employed, and as productivity increases 
owing to technical progress and changes in factor 
proportions, consumption per head? must increase 
too. The increase in consumption must not, however, 
be so great as to bring the future rate of growth 
of the economy to a standstill by creating capacity 
bottlenecks. 

While this statement of policy indicates the general 
line of development intended and figures prominently 
in virtually all discussions of major economic issues 
in the Soviet Union and eastern Europe, it does not 
attempt to provide any precise guidance as to the 
rate of growth which should be aimed at in any parti- 
cular country or period. Or, put another way, it instructs 
planners to plan so as both to increase real wages 
now and to lay the foundations of potential future 
rises in real wages, but it does not suggest what the 
appropriate rate of exchange is between potential 
consumption forgone now and consumption in the 
finite future. The share of the annual increments of 
national income which should be devoted to accumu- 


1J. У. Stalin, “Economic Problems of Socialism in the 
USSR ”, Bolshevik, No. 18, 1952, р. 22. 


* Total consumption must increase even more, as a rise in 
population is considered desirable. 


lation is left open and in principle could be varied 
each year as circumstances changed. 


The 25 per cent rule for accumulation 


In practice, a very high proportion of the incre- 
ments of income was allotted to accumulation during 
the first two Soviet Five-year Plans, when the aim 
was to expand productive capacity at all costs. During 
this early phase, indeed, which was considered as 
one of transition to socialism, consumption (including 
consumption by peasants) did not expand at all, and 
even fell. With the introduction of the Third Five- 
year Plan, which was to run from 1938 to 1942, 
there was a marked change: the share of accumulation 3 
at the margin was reduced to something approaching 
the over-all share, which was allowed to settle down 
at about 25 per cent. And though precise figures 
have not been published since 1950 4 it is clear from 
discussions of theoretical problems by Soviet econo- 


3“ The accumulation fund is used for the expansion of 
production (the formation of basic and circulating capital) and 
the formation of state reserves.” “ The consumption fund in- 
cludes the revenues directly used for the personal consumption 
of the workers of the socialist society and for the satisfaction 
of their social needs.... The consumption fund also includes 
the preponderant part of expenditure on the needs of the 
defence of the country and state security.” (A. D. Allakhver- 
dyan, Nekotorye voprosy teorii sovetskikh finansov, 1951, pp. 31 
and 30 respectively.) 

“The consumption fund consists of (a) the needs of the 
population paid for out of individual incomes, (b) the needs 
of those serving in the armed forces, and (c) material expen- 
diture on the maintenance and operation of the non-productive 
sphere (including the wearing out of houses and other non- 
productive capital)” [1.е., repairs to non-productive capital] 
(M. Bor, Voprosy Ekonomiki, No. 10, 1954, p. 89). 

* “ Тре working people of the USSR received in 1950 74 per 
cent of the national income to meet their personal material dnd 
cultural requirements, while the remaining 26 per cent remained 
at the disposal of the State, of the collective farms and of the 
co-operative organizations for expanding socialist production 
and for other needs of the State and society.” (“ Results of the 
Fulfilment of the Fourth Five-year Plan”, Izvestia, 17 April 
1951). The Plan Results for both 1951 and 1952 reported that 
“ As in the preceding year, the working people of the USSR 
received about three-quarters of the national income to meet 
their personal material and cultural requirements while the 
other part remained at the disposal of the State...” The 1953 
Plan Results stated that “the share of the national income at 
the personal disposal of the working people increased, while 
the share remaining at the disposal of the State [1.е., new 
investment and a part of defence expenditure], dropped slightly.” 
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mists that things have been much the same since 
the introduction of the Fifth Five-year Plan (1951): 
as а working rule it seems to be accepted that year 
In, year out, about one-quarter of national income 
(measured at current prices) shall be devoted to 
accumulation °—that is, to new fixed capital forma- 
tion,® additions to stocks (including state reserves) 
and work in progress, and additions to reserves of 
gold and foreign exchange. 


It must be emphasized, however, that this working 
rule, considered as a guide to the allocation of 
resources, is less precise than might at first appear. 
It is the aim of policy in the Soviet Union to keep 
basic money wage rates and agricultural procurement 
prices’ more or less constant,8 and to make adjust- 
ments to increases in productivity within industry or 
agriculture by reductions in prices of consumer goods. 
The national wage-bill thus tends to rise as manpower 
moves from agriculture to industry, but less fast than 
in most western countries. Distributed incomes,® 
however, are only one part of money national income, 
which also includes the surplus of state enterprises. 
One component of this surplus—turnover tax receipts 
—has tended to remain rather constant in recent years, 
as reductions in rates of tax have offset increases in 
the volume of consumer goods. The other component, 
the net profits of state enterprises, has become larger 
in recent years, as a result of an increase in the ratio 
of wholesale prices to costs of production (in the last 
resort labour costs). It is this ratio, which can be 
varied at will (provided it does not fall below unity); 
that determines the size of profits and so of the 
money national income. The money value of invest- 
ment—and the share of accumulation in the national 
income—is thus affected by the pricing policy adopted 
for investment goods as well as by decisions about 
real resources. 


In the countries of eastern Europe the accumulation 
ratio has fluctuated far more than in the Soviet Union. 
After the reconstruction period there was in each 


5 See, for example, S. Strumilin, “ The Balance of the National 
Economy as an Instrument of Socialist Planning”, Горгозу 
Ekonomiki, No. 11, 1954, p. 38: “ Such a division of the national 
income, in which the personal and collective consumption of 
the population comprises up to three-quarters of the total 
national income, corresponds, as is known, to our planning 
practice.” 

в As is explained below, in the Soviet Union and most eastern 
European countries accumulation seems to cover new invest- 
ment rather than net investment. 

т 1953, however, there was an exceptional increase in 
procurement prices. 

8 This preference the countries of eastern Europe, as distinct 
from the Soviet Union, have so far found impossible to show 
in practice. 

® Only the incomes of “ productive ” workers are included in 
the national income. 


country a rapid rise to peaks of about 30 per cent 
(see Table 107). Over the period of the most recent 
five- or six-year plans, as a whole, however, except in 
eastern Germany (which is a case apart because of its 
burden of reparations over most of this period), accu- 
mulation averaged about 25 per cent of national 
income, though with rather wide variations from year 
to year as plans changed and the expected increases 
of agricultural output failed fully to mature. 


The shares of net investment in net national 
income,’ or of gross fixed capital formation in gross 
national product, which are normally quoted for 
capitalist countries, are in any case not comparable 
with this accumulation ratio, for several reasons. The 
most important of these springs from the fact that 
Soviet and eastern European profit margins (including 
turnover tax) are far higher in the consumer goods 
industries than in the industries producing capital 
goods. Two factors pull in the other direction. 
Soviet and eastern European statisticians exclude from 
national income the cost of a number of services 
included in the west, and include part, though evi- 
dently only a small part, of defence expenditure in 
accumulation. 


Further, accumulation in the Soviet Union, Czecho- 
slovakia, Poland and Rumania appears to cover new 
investment И (that is, gross investment Jess equipment 
actually retired from use) 12 rather than net investment 


10 See Table 22. 


11 п eastern Germany, Hungary, and probably Bulgaria, 
however, it covers net investment. 


12“ Accumulation takes the form of capital investment, 
including also funds provided out of the amortization fund— 
that is, the fund for compensating for the wearing out of in- 
struments of production.” (A. I. Petrov (ed.) Kurs ekonomi- 
cheskoi statistiki, 1954, p. 420). It might be supposed that this 
statement should be read as implying that accumulation covers 
the whole of gross fixed capital formation—that is, that national 
income is measured before deduction of any depreciation. It 
can, however, be interpreted to mean that accumulation covers 
only gross fixed capital formation which is not merely replace- 
ment of worn-out assets. This interpretation is supported by 
two considerations. In the first place, the national income was 
defined by Marx as the production of commodities Jess the 
fixed capital used up in their production. It has usually been 
assumed that normal depreciation allowances are the best 
available measure of the fixed capital used up. But for the 
analysis of productive processes and the influence of capacity 
on them it may be more useful to assume that capital is not 
used up until it is replaced. Second, the stock of fixed capital 
(“ basic funds ”) in the Soviet Union is valued, for statistical 
purposes, at original cost or replacement cost, never at its 
written-down value. Increments of capital are thus equal to new 
investment Jess any increase in work in progress on uncom- 
pleted projects. 

It will be seen from the example given in footnote 13 below 
that the practical difference between the two interpretations is 
not great in a rapidly growing economy and it may well be 
that the Soviet statisticians are content to treat gross investment 
as, for the time being, a satisfactory approximation to new 
investment. 


р 


(gross investment Jess current provision for amortiza- 
tion). In a stationary state with a balanced age- 
composition of capital, new investment and net invest- 
ment would be identical. In a growing economy, 
however, current provisions for depreciation (if, as 
is usual in most countries and is certainly the case 
in the Soviet Union and eastern Europe, they are 
computed on the straight-line principle) cease to be 
a reasonable approximation to a measure of the actual 
retirements of worn-out machinery. In a fast-growing 
economy such as the Soviet Union, they seriously 
over-estimate retirements, and gross investment is a 
far better approximation to new investment than is 
net investment. It has been demonstrated 13 that,. in 
an economy with a constant rate of growth of 10 per 
cent per annum and a stock of capital which needs 
to be replaced every thirty years, if all machinery is 
replaced at the appointed time, 95 per cent of gross 
investment will be new investment—that is, will 
represent increases in capacity. In an economy with 
a rate of growth of 3 per cent per annum and the 
same average length of life of assets, only 63 per cent 
of gross investment will represent increases in capacity. 


It is impossible to allow for all these factors. On 
balance, however, there is no doubt that the 25 per 
cent rule yields a share of accumulation in income, 
however the terms are defined, significantly greater 
than that obtaining in most western countries. It has 
been computed by a Soviet statistician that in 1950, 
a year when the accumulation ratio in the Soviet 
Union was 24 per cent, the corresponding figure 
(defined in terms of Marxist concepts) in the United 
States was 181 рег cent.14 But because of the higher 


13See Е. О. Domar, “ Depreciation, Replacement and 
Growth”, Economic Journal, March 1953, pp. 3-10. Domar 
writes G for gross fixed capital formation, R for replacements, 
r for the annual rate of growth of gross investment and m for 
the average length of life of fixed capital. He then shows that 
the relationships between the various magnitudes, with constant 
prices and discontinuous functions, can be written as follows 
for any year more than m years later than the start of growth: 


1 

в 

For an economy in which г = 10 per cent рег annum, and 
т = 30 years, so that rm = 3, R/G = 5 per cent—i.e., new 
investment is 95 per cent of gross investment. 

For an economy in which r = 3 per cent per annum and 
m = 30 years, so that rm is roughly equal to unity, R/G = 37 
per cent—i.e., new investment is 63 per cent of gross investment. 


“М. Kolganov, “ Methods of Recomputing the National 
Income of the United States ”, Voprosy Ekonomiki, Мо. 11, 1955, 
p. 113. The computation allows (p. 100) for indirect taxes 
on consumption as paid in the United States, but since these 
are much lower than turnover taxes in the Soviet Union, the 
difference in price structures between the two economies must 
still be very great. Further adjustments to make the price 
structures more comparable would doubtless widen still more 
the disparity in the figures shown above for the share of ac- 
cumulation in income. 


rate of growth in the Soviet Union a far bigger share 
of the accumulation there took the form of increases 


in capacity. 


Accumulation and rates of growth 


In Table 94 the average accumulation ratios, in the 
various countries, unadjusted to take account of 
differences in relative prices of the type discussed 
above, are set out side by side with the annual rates 
of growth recorded in the official statistics, and 
marginal capital/output ratios are derived for each 
country. At first sight, both the rates of growth and 
the derived capital/output ratios seem to differ rather 
considerably from country to country. But this is 
very largely owing to the accidental circumstance that 
in the starting years and concluding years of the 
periods covered harvests were sometimes abnormally 
good or abnormally bad. If a rough allowance is 
made for this factor, a far more uniform picture 
appears. Broadly speaking, it would seem that the 
25 per cent accumulation ratio which has ruled in all 
the countries except eastern Germany has resulted in 
an annual rate of growth of 8 to 11 per cent, and that 
the capital/output ratios have been between 244 and 3 
—in other words, that investment raises national 
income by 33 to 45 per cent of the amount invested. In 
eastern Germany, however, the capital/output ratio has 
undoubtedly been substantially lower—more like 114. 


These capital/output ratios are rather low by com- 
parison with what is usually taken as normal in 
western economies. In part, this is due to a more 
intensive utilization of capital in the Soviet Union 
and eastern Europe (e.g., a more widespread adop- 
tion of three-shift working, and shorter cold times 
for furnaces and repair times for machinery).!® It must 
be remembered, however, that the factors mentioned 
above, which tend to make accumulation ratios in the 
west rather higher than they would be in Marxist 
accounting, by the same token tend to inflate capital/ 
output ratios. Moreover, for purely statistical reasons 
the official estimates of the annual rate of growth of 
national income in the Soviet and eastern European 
economies tend to be on the high side, particularly in 
the countries with a high but declining proportion of 
their population in agriculture. This is because con- 
sumption of food on farms is valued at average whole- 
sale prices: as manpower leaves the land, the national 
income (at both constant and current prices) thus rises, 


15 The new textbook on economics published by the Academy 
of Sciences of the USSR (Institute of Economics) claims that 
utilization of industrial capacity as a whole is about twice as 
intensive as in capitalist countries (Politicheskaya ekonomia, 
1954, p. 470). 
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TABLE 94 


Accumulation and rates of growth in the Soviet Union and eastern Europe 


Share of national 


Marginal capital/ Annual rate of 


: income devoted to | output ratio for the growth of 
Country Period accumulation whole economy national income а 
Percentage (= column 3 Percentage 
-- column 5) 

(1) (2) (3) (4) (5) 
р ins кое ee Kee leis Ae ВОВ 
Soviet Union . 1951-54 circa 25 22.5) 10 
Bulgaria 1948-52 25 1.8 13% 
Czechoslovakia 1949-53 25 2.6 9% 
Hungary 1950-54 24 2.85 8Y, 4 
Poland . 1950-55 25 2.3 с 11 с 
Rumania . 1950-55 circa 25 circa 24 134 
Eastern Germany 1951-55 12 1.2 10 


Sources : Tables 103 and 109, footnote 4; Pravda, 15 January 1956. 


Note. — The figures in this table should be taken only as rough orders 
of magnitude. The marginal capital/output ratios have in fact been obtained 
by dividing the share of national income at current prices devoted to accumu- 
lation by the annual rate of growth of national income at constant prices. 
They are therefore not true capital/output ratios, because they also reflect 
changes in the relative prices of capital goods and consumer goods. 

@ The figures in this column tend to be over-estimates in every case, becausc 
of the fact that in the official computations of national income at constant 
prices food consumed on farms is valued at average wholesale prices. A 
shift of manpower from agriculture to industry thus increases national 
income, as estimated, not only because productivity is higher in industry 
than in agriculture, but also because the share of agricultural output which 
is sold at retail, and so valued at base-year retail prices, increases. The 


not merely because productivity in industry is higher 
than in agriculture, but also because the share of farm 
output which is sold at retail (and therefore gets a 
bigger weight) increases. The effect of this on the 


degree of over-estimation is greater for Bulgaria and Rumania than for the 
other countries. 

Ь The harvest was above the average in Hungary in 1949 and below the 
average in 1954. Asa result, the average rate of growth—chance fluctuations 
in weather apart—is under-estimated here, and the true capital/output 
ratio correspondingly over-estimated 

С The harvest was abnormally good in Poland in 1955. Аз а result, the average 
rate of growth, after correction for the weather, is over-estimated here, and 
the true capital/output ratio correspondingly under-estimated. 

d Owing to the weather, the harvest was unusually bad in Rumania in 1950 
and unusually good in 1955. Asaresult, the average rate of growth, weather 
conditions apart, is over-estimated significantly here, and the true capital/ 
output ratio correspondingly under-estimated. 


official estimates of rates of growthis unknown, but can 
hardly be negligible, given the unusually wide spread 
between retail prices and average wholesale prices in 
the case of agricultural produce. 


2. THE PRINCIPLES FOLLOWED IN ALLOCATING INVESTMENT BETWEEN DIFFERENT SECTORS 


It has long been a commonplace that in a socialist 
state (and, indeed, in a managed capitalist state) the 
decision on the total share of national income to be 
devoted to accumulation must be taken by the Govern- 
ment. But it has been assumed by most economists in 
the west that the allocation of this total between com- 
peting uses could best be decided by a system of bids 
and counter-bids by individual socialized enterprises 
in much the same way as investment funds are allo- 
cated in capitalist economies today. And indeed 
nationalized industries in capitalist countries have 
generally been left to make their own investment 
plans in much the same way as private entrepreneurs, 
judging the desirability of investment mainly by a 
cautious assessment of profitability and without much 
positive guidance from the government. In Yu goslavia, 
similarly, though part of investment in the basic 


industries is centrally determined, individual socialized 
enterprises make bids for the remainder of the in- 
vestment funds. 

The Soviet and the post-war eastern European 
economies have conformed to this mixed pattern only 
in the periods of transition to a fully planned economy. 
From the end of the NEP period in the Soviet Union 
and of the post-war reconstruction plans in eastern 
Europe the great bulk of investment decisions have 
been taken centrally,!® and the role of the managers 


16 This does not, of course, mean that there has not been in 
the Soviet Union some devolution of responsibility for approv- 
ing investment from the All-Union Government to the govern- 
ments of the Republics nor that enterprises or economic ad- 
ministrations do not formulate investment proposals. What is 
meant is that decisions to invest are made at a level above that 
of the individual enterprise or the individual ministry respon- 
sible for a group of enterprises. 
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of socialized enterprises has, at any rate formally, 
been limited to responsibility for the current opera- 
tions of their enterprises. In other words, the Council 
of Ministers sets certain general directives as to the 
shape of the economy five years hence, the state 
planning commission calculates what extension of 
capacity in the various branches will be needed in 
order to realize these objectives, and the project- 
makers in the ministries responsible for these branches 
work out detailed plans for providing this capacity. 
The procedure is repeated in the preparation of the 
annual investment plans,!” except that the broad lines 
of development are already laid down in the five-year 
plan and the proportion of “committed resources ” 
(uncompleted projects) is greater. 


The preparation of an investment programme thus 
involves a number of policy decisions at the highest 
level, and a series of decisions taken on technical 
grounds at the planning commission. It is really only 
at the third stage, when a given objective within an 
already determined programme can be attained by 
more than one road, that choices involving compari- 
sons of costs and returns have to be made. Finally, 
the investment programme eventually decided on is 
costed in terms of a standard list of prices and is 
entered into the plan. Progress in fulfilling the pro- 
gramme is measured in terms of the same standard 
prices. 


The role of the planning commission is thus twofold. 
First of all, it has to assist the Council of Ministers in 
implementing the Fundamental Law—that is, to 
verify that the various objectives set at the highest level 
are consistent with this law. It might, for example, 
happen that the rate of growth aimed at would 
involve such heavy investment that there would be 
no room for any increase in consumption. In that 
case there would, in principle, have to be a revision of 
the original objectives. 


Second, it has to translate the revised objectives 
into an investment programme stated in terms of 
additions to productive capacity and to the com- 
munity’s stock of non-productive capital, of pro- 
duction plans for the various types of consumer and 
defence goods and of the output of the producer 
goods needed to realize the objectives. In making 
this translation it is its obligation to try to ensure that 
bottlenecks which would slow down the rate of 
growth shall be avoided; that stocks shall not be 
accumulated in excess of the amount needed to keep 


Jn the Soviet Union the planning body responsible for 
annual planning (Gosekonomkomissia) was separated in May 
1955 from the long-term planning authority (Gosplan). In 
other countries of eastern Europe the same planning com- 
mission is entrusted with both duties. 


the economic machine oiled; and that consumers’ 
effective demand shall be in balance with supplies of 
consumer goods: to ensure, as it is put, that the Law 
of Planned, Proportionate Development shall be 
fulfilled. This law, unlike the Fundamental Law of 
Socialism, is not a statement of policy, but rather an 
instruction to the planning commission to ensure that 
the rates of growth of the various sectors of the 
economy are consistent with one another and with the 
rate of growth of final output implied by the policy 
directives of the Government.1% 


The method of material balances 


In translating the Government’s general directives 
into output plans, the Soviet planners and their 
colleagues in eastern Europe use what is described 
as the “ method of material balances ”. They estimate, 
that is, the total derived demand for each of the basic 
materials and semi-finished manufactures which is 
implied by the pattern of final output desired in each 
year of the plan, and confront it with the supplies 
that can be expected from existing capacity. This 
enables them to calculate the increase in capacity 
which will be needed. This increase in turn will 
increase the derived demand for basic materials, 
which will call for a further increase in capacity, 
and so on. 


The method of material balances is thus concep- 
tually very similar to the method of input-output 
analysis developed in western countries though so 
far hardly used there as an instrument of national 
planning. 


There are, however, two important differences. 
In the first place, the input-output coefficients used 
are marginal: there is no need for the Soviet planners 
to adopt the dubious approximation of average 
coefficients obtained by inverting a matrix of input- 
output ratios when they can use realistic coefficients 
derived from engineering experience in their newer 
factories. Second, there has evidently not so far been 
any attempt to construct a complete matrix: the 
“balances” used are made up separately for each 
material. This has the advantage of flexibility, but 
the disadvantage that hidden inconsistencies may 
arise in practice. 


18 Stalin (loc. cit.) expresses it as follows: “It is said that the 
Law of Planned, Proportionate Development of the economy is 
the Fundamental Law of Socialism. That is not true.... The 
Law of Planned Development of the economy can yield the 
desired result only if there is a purpose for the sake of which 
economic development is planned. This purpose the Law of 
Planned Development of the national economy cannot itself 
provide.” 
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The whole procedure, however, is based on the 
study of purely technical relationships. The Law of 
Planned Development in itself gives no direct guidance 
as to the industrial distribution of investment. 


The relative rates of growth of heavy and light industry 
in the Soviet Union 


There have, however, been recurrent attempts by 
Soviet economists to attach a more precise meaning 
to the Law and to derive from it a general rule for the 
allocation of investment resources. From the time 
of Lenin onwards many Marxist economists have 
interpreted the requirement of balanced growth 
without waste and hold-ups as necessarily implying 
a higher rate of growth in the producer-goods sector 
(Marx’s “ Department I” of the economy) than in 
the consumer-goods sector (Marx’s “ Department II ”). 
Moreover, they have implicitly tended to identify the 
output of producer goods (capital goods and materials 
and semi-finished goods used in the production of 
consumer goods) with the output of the so-called 
heavy industries (those producing minerals, fuel and 
energy, metals, engineering products, building mate- 
rials and chemicals). They have thus interpreted the 
Law of Development as an instruction to the planning 
commission to ensure that these industries shall 
always (at any rate until the stage of communism is 
reached) expand faster than the light industries and 
agriculture. Otherwise, it is argued, growth will 
eventually be brought to a standstill—that is, in Soviet 
terminology, the Fundamental Law of Socialism, the 
major premise of successful planning, will cease to 
operate. 


It is easy to see how this view gained currency, 
particularly among economists thinking in Marxist 
terms. Marx emphasized that, historically, increases 
in productivity had been associated with an increased 
supply of machinery. To make the transition from a 
stationary state (“ simple reproduction ”) to the stage 
of regular growth (“expanded reproduction ”), it was 
therefore necessary to increase the output of producer 
goods faster than that of consumer goods. This was 
the situation in the Soviet Union at the outset of the 
First Five-year Plan.” It was therefore quite natural 
that heavy industry should enjoy a preferential rate 
of growth. 


There was a second reason for putting resources 
into heavy industry, a justification for which can also 
be found in Marx. In the famous analysis of capi- 


19 Thus, the data used by Academician Strumilin to illustrate 
Marx’s schema of simple reproduction appear to relate to the 
year 1925 (as the author puts it, “ the end of the reconstruction 
period ”), (Strumilin, op. cit., р. 29). 


talism (as compared with feudalism) in the Communist 
Manifesto, Marx and Engels wrote of the success of 
capitalism in breaking down islands of self-sufficiency 
and mobilizing a surplus of consumer goods which 
could be used to feed and clothe the workers engaged 
on expanding the output of capital goods. The Soviet 
leaders did not fail to see important implications 
for their investment policy. A policy of encouraging 
small farmers and handicraftsmen to improve their 
techniques might be cheap in terms of capital require- 
ments. But the surplus thus generated would be 
largely sterilized, in the sense that it would be con- 
sumed on the spot. Far better, from the point of 
view of maintaining a high rate of growth, to expand 
factory production and to transform agriculture from 
a handicraft activity to something approaching factory 
production. But this again demanded machinery and 
so a higher rate of growth in the producer-goods 
industries. 

In addition to these economic considerations, there 
was the political argument, also adumbrated by Marx, 
for increasing the number of industrial workers, who 
were regarded as the class on whom the success of 
the revolution would depend. This, too, meant more 
machinery. And finally, there was the defence argu- 
ment: in order to survive, the Soviet State needed to 
be well armed. 

The case for giving preferential treatment to the 
heavy industries in the early Soviet Five-year Plans 
was thus very strong. But it would seem that the 
specifically economic arguments for this policy apply 
only to a situation in which it is desired to raise the 
rate of growth. Once producer-goods capacity is 
sufficient to supply the replacement needs of the 
consumer-goods industries and the normal additional 
needs imposed by the prescribed rate of growth, there 
is nothing to stop the two departments of the economy 
from expanding in step with one another at a constant 
rate, given constancy of capital/output ratios, which is 
always assumed by Soviet economists in their theore- 
tical writings. What the rate is will, of course, depend 
on the ratio between the stocks of capital (“ basic 
funds” in Soviet terminology) in the two sectors. 
In order to, raise the rate of growth from zero to a 
given level (the case discussed by Marx and, more 
recently, by Academician Strumilin),”° it is necessary 


205. Strumilin, op. cit., pages 29-31. The author discusses a 


situation where the ratio of the stock of capital in Department I 
to the stock in Department II is such that it is necessary, if a 
rate of increase of 10 per cent per annum in the output of con- 
sumer goods is to be achieved, for the output of producer 
goods to be raised by 17.8 per cent per annum for some years. 
As has been pointed out by several commentators (notably 
Maurice Dobb in Soviet Studies, Vol. VII, No. 1, pp. 52-58), 
the divergence between the two rates of growth implied by 
the example is in fact even greater than the author suggests. 
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to increase the stock of capital in the producer-goods 
industries relatively to the stock of capital in the 
consumer goods industries in a calculable proportion. 
When this adjustment (which may, of course, take 


TABLE 95 


Annual rates of growth of output of the producer- and 
consumer-goods industries in the Soviet Union 


Gross output 


Gross output 


Year of producer of consumer 
goods goods 
At “ 1926/27” prices а 
Large-scale industry 5 
1929 31 22 
1930 42 21 
1931 29 17 
1932 17 10 
1933 10 6 
1934 25 15 
1935 25 20 
1936 32 27 
All industry 
1937 10 13 
1938 13 10 
1939 18 14 
1940 14 т 
1947 22 22 
1948 29 21 
1949 25 8 
1950 26 15 
At 1952 prices 
1951 16 16 
1952 11 11 
1953 п 12 
1954 13 13 
1955 16 9 
At 1955 prices 
1956 Plan 11.0 9.6 


Sources : Sotsialisticheskoe Stroitelstvo S.S.S.R., 1936, p. 2; Problemy 
Ekonomiki No. 1, 1937, pages 160-2 and No. 4, 1940, page 105; D. A. Allakh- 
verdyan, Natsionalny dokhod S.S.S.R., 1952, page 55; Planovoe Khozyaistvo, 
No. 1, 1937, pages 5 and 209; Jtogi Vypolnenia Vtorogo Plana, 1939, 
p. 76; N. Voznesensky, Economic Results of 1940, 1941; Pravda, 6 October 
1952, 27 December 1955 and 15 January 1956; and annual plan fulfilment 
reports. 


а Until 1951, gross output was valued for the purpose of measuring growth 
at the so-called 1926/27 prices. These were in fact a mixture of the prices 
actually ruling in 1926/27, for goods which had already been produced in 
that year, and the prices, reflecting higher levels of costs, of goods whose 
production had been started since then. Asnew products were more numerous 
in the producer-goods sector, the cutput (and rate of increase of output) 
of producer goods tended to be relatively over-stated. From 1951 to 1955 
index numbers of the volume of gross output were weighted by the prices 
actually ruling in 1952, which more accurately reflected current relative 
costs. It is thus probable that the change from 1950 to 1951 in the ratio 
of the rates of growth of producer goods to that of consumer goods was 
less sharp than the official figures reproduced above suggest. 

5 Plants employing 16 or more workers with mechanical power, or 30 or more 
workers without power, 


several years) has been made, the system is in a new 
(moving) equilibrium, which can be maintained 
(assuming a constant rate of increase of population) 
until such time, if ever, as a further rise in the rate of 
growth is required. 


In 1936, when the Third Five-year Plan was drawn 
up, the official view seems to have been that the system 
was already in such a state of moving equilibrium and 
that there could even be, for the first time, a preference 
to the industries producing consumer goods without 
danger to future potentialities of growth. The output 
plans for both 1936 and 1937 thus called for a higher 
rate of expansion in the output of consumer goods 
than of producer goods. And, as Table 95 shows, this 
actually occurred in 1937. By 1938 the urgent need to 
expand defence potential had brought a change in 
plans and from then until 1944 rates of increase were 
consistently higher in the producer-goods sector. 


In the closing stages of the war the output of 
producer goods fell at first, as munitions orders were 
cut back, while the output of consumer goods in- 
creased fast. But by 1948 the need to raise the over-all 
rate of growth had already brought a renewed pre- 
ference to heavy industry, which continued until the 
end of the Fourth Five-year Plan (1950). 


The Fifth Plan, published in mid-1952, reduced the 
degree of preference, but still called for a faster in- 
crease of output for the producer-goods sector than 
for the consumer-goods sector (13 per cent per annum, 
as compared with 11 per cent). In practice, however, 
it seemed to be tacitly accepted that, as in 1936, the 
economy was once again in a state of moving equili- 
brium with a balanced capital stock, and during the 
first four years of the Fifth Plan—1951 to 1954—the 
rates of growth of both sectors of industry (shown in 
Table 95 ?") were approximately equal.22_ This policy 
was ratified by the Council of Ministers in 1953, and 
explained by reference to the Law of Planned Develop- 
ment.?8 


*1 Any conclusions drawn from the table regarding changes 
in the rates of growth should be heavily qualified because of 
the statistical deficiencies for earlier years noted in footnote a to 
the table. 


22 The rates of growth shown in Table 95 are exactly equal 
only because they have been rounded: the published figures in 
fact show cumulative increases, from 1950 to 1954, of 65 per cent 
for producer goods and 62 per cent for consumer goods. 


3“ Тре policy of accelerated development of agriculture 
and the light and food industries is a further logical develop- 
ment of socialist industrialization, fully corresponding to the 
requirements of the Fundamental Economic Law of Socialism 
and the Law of Planned, Proportionate Development of the 
whole of the socialist economy.” (Marshal Voroshilov, Chair- 


man of the Presidium of the Supreme Soviet, Izvestia, 7 Novem- 
ber 1953.) 
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In 1953, however, a lively controversy broke out 
among Soviet economists, who showed themselves 
to be sharply divided on the question whether this 
state of affairs should continue or whether a renewed 
preference needed to be given to the producer-goods 
industries. Some *4 of those who wanted the rate of 
growth of the consumer-goods sector to be at least 
as great as that of the producer-goods sector seemed 
to be arguing that there would be no harm, and even 
positive good, in aiming, for the time being, at a 
somewhat lower sustained rate of over-all growth. 
Others 25 contended that the ratio of the stock of 
capital in the producer-goods industries to the stock 
in the consumer-goods industries was by now such as 
to. permit the present over-all rate of growth to be 
sustained without any continued preference to heavy 
industry: in other words, that the composition of the 
stock of capital was already adjusted to the desired 
rate of growth. The one point of view involved a 
value-judgement, the other a judgement of fact.2¢ 


Finally, the Government gave its approval to the 
heavy industry school, and the Law of Planned, 
Proportionate Development is now currently in- 
terpreted as implying a continued preference to heavy 
industry. Academician Ostrovityanov, Vice-President 
of the Academy of Sciences of the USSR, has de- 
scribed this line of thought as follows: “ The propor- 
tions in the development of a socialist economy are 
based on the Law of the Planned, Proportionate 
Development of the economy in conformity with the 
requirements of the Fundamental Law of Socialism. 
The most important proportion in economic develop- 
ment policy is the proportion between the two de- 
partments of social production—between the output 
of means of production and the output of consumer 
goods. The correct relationship between these 
departments is that which ensures the preferential 
growth of means of production and the development 
on the basis thereof of agriculture, the light and food 


24—P. Mstislavsky, Novy Mir, No. 11, 1953, and Е. Kazimovsky, 
reported in Voprosy Ekonomiki, No. 1, 1955, p. 20 and Pravda, 
24 January 1955, pp. 2-3. 


25D, Kuznetsov, Voprosy Filosofii and I. Vekua, Voprosy 
Ekonomiki, No. 9, 1954. 


26 It is, however, not clear that all those taking part in the 
discussion had at their disposal the capital/output ratios for 
different sectors of the economy which would be needed to 
judge the purely factual question. Thus, Academician Strumilin, 
in the course of an article in which he argues strongly for a 
continued preference to heavy industry writes (op. cit., p. 38) 
regretfully : “ Not disposing of actual data for recent years, I 
could not reflect in the figures I put in the balances the concrete 
relationships and proportions of the national economy at the 
present day.” He also criticises the Central Statistical Adminis- 
tration for not having gone beyond the simple two-sector 
division of the process of production used by Marx. 


industries, to the extent necessary to satisfy the 
expanding needs of society.” 2? The emphasis laid on 
the need to increase the defence potential and to raise 
the degree of capital-intensity in agriculture suggests 
that this ruling should be interpreted as reflecting 
mainly a value-judgement; as being, in fact, motivated 
by a desire to make the transition to a new position of 
moving equilibrium. 


The industrial distribution of investment in eastern 
Europe 


The foregoing discussion of differential rates of 
growth of the sectors of an economy appeared to 
lead to the conclusion that a higher rate of growth 
for heavy industry is always warranted if it is desired 
to lever upwards the over-all rate of growth of an 
economy. This is, strictly speaking, however, true 
only of a closed economy. Once the possibility of 
international trade is admitted, Marx’s schema of 
expanded reproduction ceases to reflect the facts 
sufficiently closely. 


The Soviet Union has never been a closed economy. 
But the country is so big and diversified, and the 
share of imports and exports in national product is 
so small, that the degree of error introduced by 
treating it as a closed economy is negligible. It is 
therefore quite natural that Soviet economists should 
have neglected the implications of differences in a 
country’s natural endowments for the direction of 
investment. 


The situation is quite different in the much smaller 
countries of eastern Europe, but until recently there 
was a tendency to overlook this fact. During the 
long-term plans of the early ’fifties, each government 
applied in its economic policy precepts which would 
have been applicable to eastern Europe as a whole, 
but which in retrospect are not judged to have been 
relevant to the problem of raising the over-all rate 
of growth in its own economy. The policies which had 
been successful in bringing about a rapid rate of 
growth in the Soviet Union were, in fact, as is now 
recognized, applied too mechanically to smaller and 
less diversified economies.” 


In spite of the fact that, formally, the Law of 
Planned Development is interpreted in the same way 
in eastern Europe as it is in the Soviet Union, there 


27K. V. Ostrovityanov, “ Against a Vulgarized Concept of 
the Fundamental Economic Law of Socialism”, Pravda, 
27 March 1955. 

28 See “The Economy of Hungary, 1950-1954”, Economic 
Bulletin for Europe, Vol. 7, No. 2, p. 93. 
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seems little doubt that in practice there is not now the 
same insistence that it shall be applied without regard 
to the particular circumstances of each country. It is 
interesting, too, that even in the Soviet Union the 
assumption of a closed economy, implicitly made in 
all earlier discussions of the rates of growth of the 
two sectors of the economy, has now been relaxed, and 
the need to have an export surplus of machinery in 
order to supply the Soviet Union’s trading partners 


is now cited as a supplementary justification for the 
continued preference to be given to heavy industry.”® 


2° See К. Shafiev, “Socialist Reproduction in the USSR”, 
Voprosy Ekonomiki, No. 3, 1955, p. 89: “ It must not be 
forgotten that the countries of people’s democracy who are 
building socialism rely upon the full support and disinterested 
assistance of the Soviet Union and depend upon the high level 
of Soviet heavy industry, which at the present time is a powerful 
basis of socialist industrialization in the countries of people’s 
democracy.” 


3. THE CHOICE BETWEEN DIFFERENT VARIANTS OF THE SAME INVESTMENT PROJECT 


The necessary lack of a unified theory 


In what has been said so far the purely technical 
nature of the most important investment decisions has 
been stressed—the fact that both the total of invest- 
ment and its broad allocation between producer- 
goods industries and consumer-goods industries are 
determined by the rate of growth which it is desired 
to achieve and maintain and the existing composition 
of the stock of fixed capital. But this still leaves open 
a very wide field of choice between the various possible 
ways of providing the capacity needed to realize the 
desired rate of growth. Even if it can be calculated 
that capacity to provide increased supplies of energy 
will be needed of such and such an amount, it still 
has to be decided how much reliance shall be placed 
on oil, coal, water-power and atomic energy, where 
the capacity shall be located, and what degree of 
capital-intensity shall be chosen. It is natural to look 
for some calculus which can facilitate the comparison 
of projects of varying degree of capital-intensity and 
thus reduce the burden of decision resting on the 
central planners—something analogous, in fact, to 
the rate of interest as it is assumed to operate in private 
enterprise economies. 


The difficulty of finding such a calculus is extremely 
great. Western theorists have been able to present a 
unified theory of investment choice only by making 
a number of simplifying assumptions which do con- 
siderable violence to the facts in their own countries, 
but which are wholly inapplicable to conditions in the 
planned economies discussed in this chapter. Thus, 
they assume, for purposes of theoretical analysis, 
that the business world consists of a very large number 
of enterprises competing freely with each other and 
each of them too small to influence the market signi- 
ficantly by its own operations. Second, they assume 
that every investment decision is independent of every 
other—in the sense not only that each entrepreneur 
does not know what his competitor is planning, but 
that he does not know what his supplier is planning, 
and, finally, that he does not know what he himself 


is planning to'do in a year’s time. Third, they assume 
that an entrepreneur need pay only limited regard to 
questions of public policy—that the cases in which a 
project will be vetoed, or another one facilitated, by 
the government are exceptional rather than the rule. 
It is thus possible to present an elegant theory in which 
entrepreneurs limit their vision to their own expected 
returns from a projected investment and to its cost to 
them (including expected net payments of interest 
each year on the unamortized part of the investment), 
both returns and costs being discounted to the present 
at a rate reflecting both the expected “ pure ” rate of 
interest on a riskless placement of funds and the 
degree of risk which those with finance to spare attach 
to the project. 


This simplified theory applies at best, however, to 
only one class of investment decisions in present-day 
capitalist countries. In under-developed countries 
it is often the state which is the prime mover in setting 
development going. In western Europe the state is 
now regarded as having a rather direct responsibility 
for investment in housing and public utilities and it is 
explicitly assumed that only the state can take a long 
enough view of the future needs of the economy for, 
e.g., atomic energy. The investment programme of the 
steel industry is usually decided after consultation with 
governments. In all such cases decisions are heavily 
influenced by considerations of public policy and are 
not made merely, or even at all, with a view to the 
expected direct return in money terms. In addition 


‘to its own investment activities, the state intervenes 


in many other ways to set the social and economic 
framework within which private enterprise operates 
and to influence its costs and returns. There remains 
a fairly large class of investment decisions which are 
left to individual entrepreneurs, of which the pure 
theory outlined above gives an only somewhat ideal- 
ized account. 


The assumptions underlying the theory are, however, 
not even useful approximations to the facts in the 
Soviet Union and eastern Europe. Hardly any invest- 
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ment decisions there are taken as discrete acts of 
choice obtained by a weighing of returns and costs, 
each calculated on essentially static assumptions; 
all are acts of choice influenced by and influencing 
other investment decisions in both the present and the 
future.*° Moreover, the considerations which have to 
be weighed in the balance are more multifarious and 
less capable of reduction to a common denominator 
than those facing a capitalist entrepreneur. These 
considerations include not only those which, in western 
economies, interest the individual business man but 
also those of concern to governments. 


Considerable importance, for example, is attached 
to the elimination of differences in the degree of 
development of particular regions. It will therefore 
often be considered preferable to locate a plant in a 
region where both investment costs and operating 
costs may, for the time being, be significantly above 
costs elsewhere. The theory (similar to that on which 
the infant industry argument is based) is that in the 
end, as the region is developed, external economies 
will reduce social costs there to the average. But 
exact calculations clearly could not be applied to all 
the factors involved in such a choice.*4 


It would therefore be somewhat beside the point 
to expect the Soviet (and eastern European) planners 
to develop a unified theory of investment choice. 
It is impossible to envisage a calculus which would 
reduce the varied considerations relevant to their 
investment decisions to the simplified model appro- 
priate to conditions in which a large part of invest- 
ment decisions are taken by individual entrepreneurs 
weighing private gain against private cost. 


The criteria adopted in marginal cases 


There is, however, a class of instances of invest- 
ment choice at what may perhaps be called the micro- 
economic level, where an exact calculus is in principle 
possible and is in fact attempted by the project-makers 
in.the various ministries. These cover the cases where 


зо For a discussion of this see in particular A. I. Notkin, 
Voprosy opredelenia ekonomicheskoi effektivnosti kapitalnykh 
viozhenii у promyshlennosti SSSR (Questions of Defining the 
Economic Effectiveness of Capital Investment in the Industry 
of the USSR), 1953; and an editorial article in Voprosy Ekono- 
miki, No. 3, 1954, which summarizes much of the previous 
writing on the subject in the Soviet Union. 


31 Regional development policies are, in varying degrees, 
carried out by the governments of other countries also, though 
ordinarily the government’s intervention is confined to measures 
designed to create external economies, or to compensate for 
their lack, so as to attract private enterprise. See Problems 
of Regional Development and Industrial Location in Europe", 
Survey for 1954, pp. 136-171. 


the same productive capacity can be provided by more 
than one method. 


In such cases the practice of the project-makers is 
not very different from that of a capitalist entre- 
preneur. They may, for example, set themselves as 
norm a certain ratio of gross output from a projected 
plant over its whole life to the sum of the investment 
cost and expected operating costs (excluding depre- 
ciation) and choose only projects yielding this norm, 
that is, yielding a pre-determined rate of profit on the 
capital.*8 

Alternatively, the project-makers, faced with the 
necessity of choosing between a more and a less capital- 
intensive method of production, may decide to choose 
the more capital-intensive variant if the extra invest- 
ment cost 34 will be recouped by savings in operating 
costs 35 in less than a fixed term of years,** the length 
of period chosen usually being—as often in similar 
circumstances in capitalist systems—less than the 
expected total life of the asset.?” 


32 This can be and is extended to inter-industry choice where 


the end-product is the same. See, e.g., the computations of the 
cost of investment in coal, shale, peat and gas per unit of energy 
produced, which are shown in Planovoe Khozyaistvo, No. 5, 
1955, p. 59. 


33 See Bronislaw Minc, “ Some Investigations Conducted by 
the Political Economy Institute of the Polish Academy of 
Sciences on the Economic Effectiveness of Investments ”, 
Ekonomista, No. 4, 1955. Write P for expected gross value of 
output of the plant, C for costs of materials and labour needed 
to operate the plant, I for the original cost of the plant, D 
(= I/n, where n is the expected life of the plant) for the annual 
depreciation charges, and S for the annual surplus (= P — 
C—D). Then the investment will be chosen if 


nP ot 
ТС — fe 
where E is some normal rate of return. It will be seen that this 
inequality can be rewritten, in terms of the rate of profit, as 
follows: 
Se 
C+D 


34 Original cost of the more expensive equipment minus the 
original cost of the less expensive equipment. 


35 Write I, and I, for the original cost of the new equipment 
in the two cases (I,>I,), and С, and С, for the corresponding 
annual expected operating costs (excluding depreciation) of 
the equipment (C,<C,). Then variant 1 will be chosen if 
(I, — I.)/(C, — C,) <л where п is a fixed term of years. In 
theory a capitalist entrepreneur applying the same rule of thumb 
would choose variant 1 only if 


>E-1 


1 1 
(1, — 1,) /(С, — Cy) = = (1 ae a 5») 


where г is the rate at which he discounts the future. This ex- 
pression is less than N but the difference is not great for small 
values of N with low rates of interest. 


36 An article in Pravda, 16 September 1955, complained that 
in an attempt to reduce investment outlays some project-making 
organizations were ignoring this and choosing old-fashioned 
techniques because they needed less capital. 


37 This procedure, recommended by T. S. Khachaturov, was 
opposed in the editorial in Voprosy Ekonomiki, No. 3, 1954. 
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In both instances the criteria adopted are essentially 
similar to those adopted by capitalist entrepreneurs 
operating with a rate of interest over which they have 
no control, and in this sense it is scarcely correct to 
suppose that no use is made in the Soviet Union and 
eastern Europe of interest formulae in reaching 
investment decisions. 

This has been recognized by a number of western 
economists who have written on Soviet investment 
criteria. It has, however, sometimes been argued that, 
even though rates of return are compared in choosing 
between investment projects, the full logic of interest 
rates is not followed out, in the sense that interest on 
capital is not treated as a part of the cost of goods 
produced with the aid of this capital. This is formally 
correct and, in fact, Marxist theory specifically rejects 
the concept of a “ payment for capital ” in a socialist 
economy. But it is of course obvious that costs in 
individual enterprises will vary from the average costs 
for the whole industry—which determine wholesale 
prices—and an enterprise with expensive modern 
equipment is expected to earn a quasi-rent on its 
capital in the form of a higher surplus over its operat- 
ing costs (including depreciation) than an enterprise 
less well equipped, and to pay a bigger dividend to the 
state. 

It is quite true that project-makers do not discount 
future costs and returns to the present, and in this 
sense it is likely that they will tend to choose more 
capital-intensive processes than would a capitalist 


entrepreneur with the same expectations of future 
costs and returns, but only on the assumption that 
both use the same norms of return or period of 
recoupment. 


It is also true that the norms used are arbitrarily 
chosen and vary from industry to industry. A number 
of Soviet economists, dissatisfied with this situation, 
have suggested various universal criteria which could 
be adopted in all branches of the есопоту.38 So far 
none of the suggestions has met with general satisfac- 
tion. And indeed it is difficult to see how such an 
all-purpose criterion corresponding to a single rate of 
interest could be adopted without a major change in 
the price system. As long as the broad lines of invest- 
ment policy are decided on without reference to 
relative prices and the prices of producer goods are 
related to costs rather than to demand, it is indeed 
essential that the norms adopted should vary from 
branch to branch. There are similar variations in 
capitalist systems. But in general these are related 
to differences in the cost of raising investment funds 
for different purposes, which do not arise in the Soviet 
Union or eastern Europe because virtually all funds 
for financing fixed investment are provided free once 
the project is approved. 


38 See in particular 5. Strumilin, “ The Time Factor in Capital 


Investment Projects ”, Izvestia Akademia Nauk SSSR, Otdel 
Ekonomiki i Prava, No. 3, 1946, reprinted in an English transla- 
tion in International Economic Papers, No. 1, 1951. 


4. ‘THE FINANCE OF INVESTMENT 


The main principle 


Purely financial obstacles to particular investment 
projects do not arise in the Soviet Union and eastern 
Europe, for three reasons. In the first place, there is 
no danger that materials will be diverted from govern- 
ment investment projects by competing demands. 
Second, foreign trade is a government monopoly: a 
rise in internal prices will thus have no automatic 
effect on the balance of international payments, nor 
need price fluctuations abroad affect domestic prices. 
Third, internal trade in consumer goods, though not 
completely monopolized by the state, is very tightly 
controlled: almost all manufactured goods are pro- 
duced within the state sector and a large part of 
agricultural output, though predominantly produced 
outside the state sector, has to be delivered to the 
state at prices very considerably below those that 
would rule in a free market. 


It follows that, if retail prices are fixed at a level 
that will clear the market for consumer goods and 


services 9° as a whole, the whole of the state’s 
outlays on investment goods, defence and communal 
services *° will come back to it in the form of profits 
on consumer goods and services.‘ The state’s 
expenditure is thus self-liquidating: expenditure de- 
termines revenue and not, as in Gladstonian finance, 
revenue expenditure.*? 


** Apart from that part of payments to individuals which 
returns as direct taxes or net purchase of state bonds. 


*°In the Soviet Union rather more than three-quarters of 
personal income is spent on goods. The remainder is used for 
services, transport, taxes, local rates, membership fees, saving, 
etc., (V. Moskvin, Planovoe Khozvaistvo, No. 1, 1955, p. 82). 


1 A model as well as a description of this circulation is given 
by V. M. Batyrev, Organizatsia i planirovanie denezhnogo obrash- 
chenia v SSSR, 1952, pp. 66-67. 


“2 This can be put in terms of Marx’s scheme of expanded 
reproduction, where it is demonstrated that the funds for net 
investment come ultimately from the surplus value (or ina 
socialist state the social product) generated by the workers in 
Department II of the economy. Or it can be described in terms 
of Keynes’s parable of the widow’s cruse. 
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All this is on the assumption that retail prices are 
correctly fixed at a level, that is, which will yield a 
surplus, over and above the cost of the labour embo- 
died in them, sufficient to cover the cost of the labour 
embodied in the final goods and services bought by 
the state. If they are set too low (or the average prices 
paid to collective farmers 43 are kept too high) there 
will be some leakage of state expenditure into the 
pockets of consumers, and this involuntary hoarding 
of cash will be accompanied by queues for consumer 
goods in general.** But this cannot set up a cumulative 
inflationary process (because of the state’s close 
control of investment and output plans) and one 
year’s pool of excess purchasing power can easily be 
mopped up the next year by appropriate adjustments 
of prices. Only if the price system has been allowed 
to get out of hand for several years will it be necessary 
to proceed to the drastic remedy of a monetary reform 
involving the cancellation of the excess.* 


The fact that the Soviet budget has usually shown a 
small surplus 46 of revenues and non-inflationary 
borrowing 47 over expenditure does not mean that the 
Soviet expansion has been achieved without шйа- 
tionary pressure: in the sense that production has 
normally been pushing against capacity, pressure has 
always been there. It means rather that the Soviet 
authorities have on the whole kept the price level of 
consumer goods very slightly above the level that would 
have cleared the market.*® 


The primary task of the financial planners is thus to 
ensure that the equation value of consumer goods on 
offer equals total personal incomes after allowance 
for a small amount of personal saving, is approxi- 
mately satisfied. If this were their only task they would 


43 Sales by peasants to individuals are from this point of view 
transfers and do not affect the eventual circulation. (Cf. Moskvin, 
op. cit.) 

44 There may be queues in any case, if the relative prices of 
particular commodities do not accurately reflect consumer 
preferences, if there are too few shops or shop assistants or if 
there is maldistribution of supplies, so that shortages in some 
places co-exist with unsold stocks of the same commodities in 
others. (Cf. Pravda, 7 April 1955.) 


45 Such reforms took place in the Soviet Union and eastern 
Europe soon after the war, and were repeated in most eastern 
European countries in the years 1950 to 1953. 


46 Fastern European budgets have shown surpluses since 1948, 
with the exception of Albania which ran a deficit in 1952. 


4? Figures of government borrowing from the public during 
the years 1951 to 1955 are given in Table XXV. 


чз It may be asked how it is possible for there to be a budget 
surplus, however small, every year, without cumulative dis- 
saving by consumers on an improbable scale. The answer 
would seem to be that state enterprises are permitted to finance 
only а рай of the normal increase in their stocks and work in 
progress out of their retained profits. To the extent that they 
are rendered illiquid and dependent on the banks for short-term 
credit the central government is correspondingly liquid. 


14 


not need to concern themselves at all with the prices 
at which producer goods change hands within the 
state sector. These could be fixed at quite arbitrary 
levels or even left to find their own levels, as long as the 
State took over all profits and guaranteed all losses. 
Nor would there be need for tight control over wage 
rates, provided the planners were prepared to make 
frequent adjustments of retail prices. The fundamental 
equation would still hold, even though not perhaps 
over very short periods and only at a rapid shifting 
absolute price-level. 


Pricing policy in the Soviet Union 


During the years of the first two Soviet five-year 
plans this was more or less what happened. Invest- 
ment plans (and indeed all output plans) were drawn 
up in terms of physical quantities aggregated by the 
use of a purely conventional set of price-weights. 
The prices at which producer goods were transferred 
within the state sector bore no necessary relation to 
these conventional prices, to actual costs or to degrees 
of scarcity, but were mere accounting prices differing 
from transaction to transaction. Meanwhile, wages 
were allowed to float upwards and retail prices were 
pushed up to great heights. The lack of any rational 
basis for producer-goods prices was justified by 
reference to Marx’s definition of a “commodity ” as 
something that is bought and sold: producer goods, 
which were in the main merely transferred from one 
state enterprise to another in conformity with the 
plan and not in any real sense bought and sold, were 
not “ commodities ” whose prices were determined by 
market forces, and were not, as it is put, “ subject to 
the law of value ”. 


The system was put in better order in 1936. The 
conventional plan prices were little altered, and the 
difficulties in the way of satisfactory fulfilment of 
“ assortment ” or product-mix plans to which they 
had given rise remained, but transaction prices were 
brought into closer relation with costs and subsidies 
were to be abolished. The expansion of defence 
industry on the eve of the war (from 1938 onwards), 
however, compelled a new break with a system of 
prices reflecting costs, and subsidies remained a central 
part of the price structure until 1949. The price 
reforms of that year initiated the liquidation of 
subsidies by bringing prices of basic materials and 
capital goods up to the level of costs. Since then, there 
have been several major changes of wholesale prices, 
the last in 1955. 


The first principle of current pricing policy in the 
Soviet Union is that there is a single retail price for 
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each consumer good, wherever it is 5014,49 and a 
single ex-factory wholesale price for each manufac- 
ture or mineral irrespective of where it is produced. 
Only in the case of farm produce, part of which is 
sold at relatively low prices (for obligatory deliveries 
to state procurement agencies), part at higher prices 
(for contractual deliveries) and part at free market 
prices, is multiple pricing practised. Retail prices are 
fixed at a level which it is intended shall clear the 
market for consumer goods as a whole. Individual 
retail prices are intended broadly to reflect (in a rough 
and ready way) supply conditions, given consumer 
preferences; in some instances, of course, the Govern- 
ment fixes prices so as to discourage consumption of 
a particular commodity (as in the case of vodka) or 
to encourage it (as in the case of children’s shoes or 
television sets). 


The difference between the government trading 
organization’s selling price and the producing enter- 


49 There remain zonal differences, but for most goods there 
are only two or three zones. 


50 This principle is not yet in full operation. The prices of 
goods produced by local and co-operative industry are fixed 
ad hoc; pit-head prices of minerals, notably coal, sometimes 
vary by more than quality variations (e.g., in calorific content); 
finally, machinery prices sometimes still vary with the place of 
origin (e.g., in 1955 the price of a harvester-stacker made at a 
Kusnetsk factory was quoted as 5,650 roubles, double the price 
of an identical machine made at a Rostov plant). 


prise’s ex-factory price, plus transport, is made up of 
two parts—a pure surplus known as turnover tax, of 
fixed amount for each commodity, the whole of which 
is paid into the state budget, and a trading margin 
intended to cover the costs of distribution (wages and 
the depreciation of warehouses and shop premises) as 
well as to provide a small margin of profit to the trading 
organization. 


In general, wholesale prices are fixed at a level 
sufficient to yield the enterprise with average costs ™ 
a margin of profit equal to about 4 to 5 per cent of its 
total costs (wages, materials, and provision for 
depreciation and capital repairs) in the case of con- 
sumer goods and somewhat less in the case of most 
producer 2008$.5? In cases where relative scarcities 
differ from relative costs, the profit margin may be 
adjusted so as to encourage or discourage the use of 
the materials in question. Finally, in the extractive 
industries, an intra-industry scheme of levies and 
bounties is operated in order to avoid the danger of 


51 1 computing the “average” the ministry is frequently 
permitted to omit small, high-cost plants. 


52 The margin is 3 to 4 per cent of costs for enterprises manu- 
facturing producer goods and 2 to 3 per cent for enterprises 
engaged in the primary processing of raw materials (minerals 
and agricultural produce). Most minerals, however, are priced 
well above the average costs of extraction, in order to cover 
Pe costs (e.g., geological surveying) and a conservation 
charge, 


TABLE 96 
Planned distribution of profits of Soviet state enterprises by branch and class of expenditure 
Billons of roubles 
Transferred Increases in Fixed 
to budget circulating funds investment Total profit 
1954 1955 1954 1955 1954 1955 1954 1955 1954 1955 
Heavyeindustry <n atin tee 5.2 3.6 3.9 3.8 
Light and food industry®. ..... sae ae 
АО Ню 
Agriculture and procurement < . ie ee 
о И ЖИ 87 109 
Transport and communications 20.5 25.2 
О. ОА к 14.1 10.3 
123.4 143.3 


Source : Planovoe Khozyaistvo, No. 3, 1954, page 21, and No. 2, 1955, 
pages 38 and 42. 
а Including shops in у heavy ” industrial enterprises producing consumer 
$ goods (e.g., bicycles in engineering factories). 

Including shops in “ light ” industrial enterprises producing produce 

(e.g., tyre fabric in cotton mills). , а 


с State farms and procurement agencies only. 


4 The total is less than the sum of th ich i 
capital recuse е components, which include 1.6 for 


€ The total includes 1.6 for capital repairs whi amo; 
the individual components. 2 Е ыы 
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rewarding or penalizing individual enterprises for cost 
variations outside their control. 

The position is thus maintained that producer goods 
are not “subject to the law of value” (a doctrine 
formally restated by Stalin in his last published work), 
as the demand for them is laid down in the plan rather 
than fixed by market forces, but it is now accepted 
that decisions will be more rationally based, enter- 
prises more efficiently run and sanctions easier to 
apply if the law of value is permitted to do some of the 
physical planners’ detailed work for them. 


Immediate sources of investment funds 


As a result of the rationalization of the price system, 
far more Soviet enterprises have been paying their 
way in recent years than ever before and, as Table 96 
shows, both the total of profits 53 and the amount of 


58 The gross amount before deduction of the losses of other 
enterprises. 


TABLE 97 
Surplus of state enterprises in the Soviet Union 
Billions of roubles 


Transfers of profits 


to budget 4 Turnover 


ges Out of Excess os 
current working Total receipts 
profits capital 

1946 Actual .. ae “a 16.5 190.9 
1947 Actual .. : ats ae 22.6 239.7 
1948 Plan ... . а а 23.9 280.5 
Actual .. ; ыы Ss, ye 247.3 
1949 Plan ... : i 34.0 262.2 
Actual .. к и ых PAP 255.5 
1950 Plan ... Ar а 40.0 239.1 
Actual .. 40.4¢°) 236.1 
1951 Рав... oe no Ale 244.7 
РЕ Ne 3 . 47.8 247.8 
1952 Ра... ri 62.0 260.7 
Actual .. se 08.4 246.9 
1953 Plan a re 80.6 240.6 
Actual .. K 70.3 243.6 
1954 Plan ... ‘l 92.8 234.4 
Actual .. ae 83.4 224.3 
1955 Plan 117.6 233.8 
Actual a A 
1956 Plan 107.4 271.2 


Sources: See Appendix C. at | a. 

а Year-to-year comparisons may be affected by administrative changes: 
АИ (or sub-division) of ministries may decrease (ог increase) the 
amount transferred through the budget. 

5 Surplus of previous year’s working capital outstanding on 1 January over 
allocations for the current year. ; sells ; 

с Of which 24.6 came from enterprises under All-Union a stration, 
9.3 from enterprises under Republican administration and 6.4 from enter- 
prises under local administration. 


profit paid into the state budget have been increasing 
fast. The profit contribution to the budget, which in 
1947 was equal to only one-tenth of the yield of turn- 
over tax, was in 1955 about half as big as turnover 
tax receipts. 


It must be emphasized that this implies no change 
in the ultimate source of the surplus used for financing 
investment and government current expenditure. In 
so far as the extra profits enter into the wholesale 
value of consumer goods and services they merely 
reduce the amount of turnover tax that has to be 
raised to finance a given volume of government 
purchases. In so far as they enter the wholesale 
value of final goods bought by the state they merely 
inflate both sides of the budget equally. 


Nor has the growth of profits apparently brought 
any significant change in the proportion of invest- 
ment which is financed out of enterprises’ own 
resources. As the table below shows, the proportion 
of the expanded total of profits which is paid into the 
budget has actually increased over the last few years, 
and in the case of light industry, trade and transport 
is now very high. 


Planned government dividend in profits of state 
enterprises in the Soviet Union 


Percentages of current profits transferred 


1952 1954 = 1955 


Industry 
А А то 61.2 69.5 
Я а о ee оО ИО в 77.8 83.7 
о 61.3 68.8 52 
Agriculture si. он wee 33.8 58.09 57.64 
че ое И, aaah ee aA 62.1 85.8 
Transport and communications 63.8 85.8 88.9 
Other eee an ns Lee ЕЕ: 87.9 88.3 
TOTALS gt ee 67.7 72.8 78.4 


Sources: Planovoe Khozyaistvo, Мо. 2, 1952, р. 20; No. 3, 1954, р. 21; 
No. 2, 1955, p. 42. 


а Including agricultural procurement agencies. 


Only in heavy industry is the absolute amount 
available for self-finance large (see Table 97), and even 
in this instance the proportion of fixed capital for- 
mation financed by ploughed-back profits (about 10 
per cent in 1955) is not much greater than the pro- 
portion in the state sector as a whole (8 per cent in 
1955). The great bulk of the funds for fixed capital 
formation in the state sector still come, as Table 98 
shows, from budget grants (72 per cent) and from 
depreciation allowances, which are in no sense the 
property of the individual enterprise of whose costs 


а 


TABLE 98 


Gross investment and its finance in the Soviet Union in 1955 


Plan figures 


Billions of roubles at current prices % 


Gross fixed capital formation: 
State enterprises and government departments b 145 


Provision by autonomous state enterprises ¢ for 
depreciation of fixed capital ........ 22 


Е д БРА 1S Retained profits: 
Collectivesfarms sss. sae И о 
. . ы 1 
: : : ВА 2 Fixed capital formation . . eee ao 
КН crc earapatyoite © Increases in stocks and work in progress . 7 
i 13 
2 r : и: re 2 Collective farms... еее: 
Retail CO-Opera Lives sic Beane Oe Industrial and retail co-operatives ..... 3 
Private: housing<sUrban wees on) ee Eno 4 . Е 
аа оо 5 174 Short-term credits to state enterprises. .... 5 
Loans by investment banks to: 
Building enterprises and local authorities Л. 4 
Collective farms and farmers . > 
Estimated value of increase in stocks and work in Industrial and retail co-operatives 1 10 
DProcress де кр АЕ У 17 | 
Mortgage loans on private houses 2 
Personal saving: 
Invested ini houses iu.) cae ee т 
Net increase in savings bank deposits? .. . 10 
Personal subscriptions to state loans /ess re- 
demptions 35 
Funds provided out of surplus of state enterprises 
and taxation: 
Budget grants to state enterprises: 
Fixed) capital) formations. a em 05 
Increases in stocks and work in progress . 5 
less Government borrowing from the public. —28 82 
Grossminives теле ое eee 191 191 


Sources: See Appendix С. 
@ 1954 prices, with an allowance for expected cost reductions in 1955. 


Ь Including increases in stocks and work in progress of building enterprises 
and investment by local authorities (both financed by the investment banks). 


с The total is slightly less than the sum of its components because of some 
duplication due to sales of second-hand machinery by the State to collective 
farms and industrial co-operatives. 


they form a part. Moreover, though during the past 


54 The normal working life of each type of asset is fixed by the 
planning commission. So is the amount which should normally 
be spent on capital repairs (replacements of major spare parts) 
over the whole working life of each type of asset. In most 
cases this amount, in the Soviet Union, is about equal to the 
original cost of the asset. Every ten days each autonomous 
state enterprise pays an instalment of an annual charge calcu- 
Jated by dividing the sum of the original cost (/ess any expected 
scrap value) of each of its assets and the total expected capital 
repairs, by its working life. The depreciation component is paid 


Ч State enterprises only. 


е Excluding machine and tractor stations and other non-autonomous organi- 
zations, which made no provision for depreciation. 


f The banks concerned finance these loans out of budget grants. 
8 Including deposits by organizations. 


five years, as the stock of capita! has increased, depre- 
ciation allowances have grown proportionately faster 
than budget grants, the share of state fixed investment 


into the State Bank and can be used by the Ministry of 
Finance as it wishes. The capital repair component (excluded 
from both sides of Table 98) is paid into the appropriate in- 
vestment bank and in principle remains the property of the 
enterprise. Even this, however, may in some cases be trans- 
ferred by the administration under whose control the enterprise 
comes to another enterprise with more urgent needs. 


= la 


TABLE 99 
Soviet Union : Finance of state gross fixed capital formation 
Plan figures 


Billions of roubles at current prices 4 


1951 1952) 11953 1954 1955 1956 


И м ee. She eth . 98.0 98.1 106.7 116.3 109.3 118.4 


Retained profits of state enterprises. ......... 15:4 212-0 See See 1255 11.9 153 
Financial provision for depreciation ......... 14:0* 915.6%" 16.3% 1851 21.8 23.1 
Sale of machinery to co-operatives .......... — — — — 23 1.1 
Gross fixed capital formation by the State ...... 125/025 ee 1S Oy lita 46,9 45,0979 


ry 


Sources: See Appendix С. 


financed through the budget has not significantly 
failen. (See Table 99.) 


Finally, it should be remembered that even the 
profits which an enterprise (or rather, the administra- 
tion under whose control it comes) is permitted to 
retain for re-investment may be spent only if such capi- 
tal expenditure has been approved and entered in the 
plan for the year. 


Growing importance of financial controls 


Now that a more rational system of prices has been 
evolved and costing systems standardized, it is pos- 
sible for the authorities of the Soviet Union to exert 
a rather nuanced financial control over enterprises 
through a subtle combination of stimuli and sanctions. 
Workers have long been encouraged to increase 
production by the offer of highly progressive bonuses 
for output in excess of their norm. Directors are now 
penalized if they fail to fulfil the profits plan, in that 
their costs are raised by the need to finance a larger 
proportion of their stocks and work in progress by 
bank loans on which interest is payable. And they 
are encouraged to maximize profits by the guarantee 
that a part of the profits,®® increasing sharply if the 
profits plan is over-fulfilled, will be allocated to the 
so-called Enterprise’s Fund,** of which half may be 


55 It will be observed that the proportion of profit allocated to 
this fund varies from industry to industry, being highest in 
those industries in which conditions of work are, on the whole, 
the hardest in one way or another. 

56 Formerly called the Director’s Fund. In addition a small 
proportion of profits is available for distribution as prizes to 
winners of competitions in “ socialist emulation ”. 


@ The prices ruling when the plans were prepared, after allowance for the planned reductions in prices and costs 


spent on investment in and around the plant and half 
on welfare and premia for the staff.5” 


Schedule of allocations to the Enterprise’s Fund 
in the Soviet Union 


Percentage of 
profits earned 
in excess 


Percentage of 
planned profits 


of the plan 
Mining, oil, metallurgy, etc. . 5 45 
Engineering, electricity, textiles, 
Paper. ое и. 7 30 
Other light industries, food 
processing, local industry . 1 15 


At the same time the requirement by the planning 
commission that a separate profits plan shall be 
established for each enterprise,®® and by the Ministry 
of Finance that the lion’s share of planned profits shall 
be paid into the budget 53 (see Table 95) and that even 


57 The effectiveness of the profit spur can be judged from the 
very precise instructions given, not only in the Soviet Union 
but also in the countries of eastern Europe, for the calculation 
of depreciation. Enterprise directors are warned not to try to 
conceal their true costs by neglecting to depreciate machinery 
installed during the year or by omitting to provide properly for 
capital repairs, and numerous examples are cited in the press of 
directors who have managed to get away with manipulations of 
this kind in the past (e.g., on 1 January 1954 in the Soviet Union 
the value of plant not formally installed but actually in operation 
was 7 per cent of all construction work in progress). 


58 An enterprise with modern equipment (and therefore lower 
costs) is expected to earn a higher rate of profit. 


59 The share of an enterprise’s planned profits which is to be 
paid into the state budget is decided after consideration of the 
needs of the enterprise for working capital and fixed investment 
and expressed as an absolute amount. If, however, actual 
profits fa!l short of planned profits the enterprise’s contribution 
to the budget is reduced pro rata. 


И 


the spending of the remainder shall be in conformity 
with approved plans, leaves the financial control with 
the central authorities. 


The weakest point of the whole system appears to 
be the enforcement of the so-called “ assortment ” 
or product-mix plan. Even though prices in general 
are rational, anomalies are bound to remain, and 
there is a constant temptation for enterprise directors 
to produce too much of these goods which happen to 
be highly priced in relation to their costs, particularly 
if they happened to be even more highly priced in the 
base year in whose prices the gross output plan and 
its fulfilment are measured.© In principle, the obliga- 
tion to fulfil the turnover tax plan should look after 
this in the consumer-goods industries—turnover tax 
yield being sensitive to variations in the composition 
of output—but in practice it seems so far to have been 
difficult to enforce. 


The banks act as the agents of the government in 
controlling the operation of enterprises. The invest- 
ment banks, of which there are four,® do little bank- 
ing business in the sense understood in the west. 
Although their loans to building enterprises and local 
authorities have increased somewhat in recent years © 
lending is the least of their activities. Their main 
responsibility is that of paymasters of funds for 
investment. All such funds, whether they originate as 
the retained profits of enterprises, as depreciation 
allowances or as grants from the budget, are paid into 
special accounts with these banks, which may only 


60“ Tt should not be considered as normal when a series of 
industrial enterprises, in pursuit of general index numbers of 
plan fulfilment, over-fulfil the plan for products embodying less 
labour and systematically under-fulfil the plan for goods re- 
quiring more labour, for which considerable consumer demand 
exists.” (Planovoe Khozyaistvo, No. 4, 1954, pp. 50-51.) 


61 The Industrial Bank (Prombank) serves industry, transport 
and communications. The Trade Bank (Torgbank) serves 
trade and procurement organizations and makes loans to in- 
dustrial and consumer co-operatives (foreign trade transactions 
pass through the Foreign Trade Bank (Vneshtorgbank) but 
investment by a foreign trade organization, e.g. construction of 
a warehouse, is financed through the Torgbank). The Central 
Communal Bank (Tsekombank), a federation of local com- 
munal banks, deals with urban house-building and municipal 
development. The Agricultural Bank (Selkhozbank) is con- 
cerned with agriculture and forestry and gives loans for rural 
dwelling construction. 


6? Soviet Union: Bank credit outstanding on 1 January 
Billions of roubles 


State Investment State Investment 


bank @ banks 6 bank@ banks 6 
1933... 10 7 1953... 203 
1938. .140 8 1954. . . 208 
194... 56 8 9 29 ay 
1951. ;. 194 76 1956. 227 116 


Sources : See Appendix С. 
а Short-term credit. 
5 Preponderantly long-term credit. 


be drawn on when the bank concerned has checked 
that the money is being spent in exact conformity 
with the plan. These banks, in addition, are charged 
with the task of watching the progress of each invest- 
ment project. 


The State Bank itself, which is the only bank per- 
mitted to create credit and the sole repository of state 
enterprises’ current deposits, apart from managing 
the government’s funds, lends at short term to state 
enterprises. Since 1939 it has been the policy of the 
Government to keep enterprises short of working 
capital: the amount of their current profits which they 
are permitted to retain to finance increases in stocks 
and work in progress is deliberately kept below their 
needs. As a result, the State Bank is in a strong 
position to enforce financial discipline and conformity 
with plans. 


Decentralization of decision-taking 


Thanks to the restoration of order in the price system 
the Soviet authorities have been able to make greater 
use of financial controls than in the early days. This 
in turn has permitted them to decentralize somewhat 
the control both of the current operations of enter- 
prises and of investment decisions. In the first place 
control of a number of industries has in the last two 
years been handed over from the All-Union ministries 
to Union-Republican ministries, federations of re- 
publican ministries with seats in the various republics. 
Hitherto, only agriculture, forestry and consumer 
goods and services had been subdivided into Union- 
Republican ministries, but in 1954 and 1955 the coal, 
oil, metallurgical and building industries were trans- 
ferred to republican control. At the same time, the 
discretionary limits for investment were revised. 
Thus, an enterprise in the iron and steel industry was 
formerly permitted to spend up to 10 million roubles 
without clearing the detailed plans with the ministry, 
and the ministry itself could authorize projects of up 
to 25 million roubles without clearance of details with 
the Council of Ministers. With the organization of a 
Union-Republican ministry (so far subdivided only 
for the Ukraine) the limits were changed to 3 million 
roubles for the enterprise, 25 million roubles for the 
republican ministry, and 130 million roubles for the 
All-Union ministry (beyond which Council of Minis- 
ters’ approval was needed.) 83 


Second, it was laid down in the 1956 budget that 
the planning of local (municipal and regional) budgets 
should be transferred from the centre to the republics 


88 A blast furnace would cost between 70 and 100 million 


roubles, and a standard capacity open-hearth furnace 25 to 30 
million roubles. 
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and, more important, that appropriations for expendi- 
ture by the republics on economic or social measures 
should be distributed in the form of block grants to 


be allocated at the discretion of the republican Council 
of Ministers. 


The effect of this and other changes can be gauged 
from the following table: 


Percentage of state expenditure distributed by 
republican and local authorities 


(Planned figures) 


1951 1953 1954 1955 1956 
Expenditure оп the national 


economy а 
Out of budget grants .. 11.9 11.3 16.5 18.0 18.6 
Out of retained profits . .. 16.7 19.8 30.0 


Expenditure on cultural and 
social measures and admi- 


Ба 55.4 56.1 54.1 54.7 64.9 
Defence expenditure, 1!оап 
service and other expendi- 

Ole Seite wy Mists = Е —= — — 

MIOTAL Wats И. г 21.6 19.4 21.2 22.6 24.5 


Sources : Union and Republican budget reports; М. М. Rovinsky, Gosudars- 
tvenny byudzhet SSSR, 1951, p. 47. 


@ Investment, subsidies and expenditure of MTS. 


No figures are available on the share of fixed capital 
formation which is to come under the control of the 
republics, but that it is to rise is clear: gross fixed 
capital formation in state enterprises reporting to 
republican governments is to increase in 1956 by 
36.7 billion roubles, whereas the increase for enter- 
prises under central and republican administration 
together is to be only 20.8 billion roubles. 


Third, and perhaps most important, directors of 
enterprises are now encouraged to show a rather 
considerable degree of initiative in preparing invest- 
ment plans. The typical course of events in the case of 
investment in existing enterprises is for the manage- 
ment to offer to expand their output by the amount 
required by the ministry on condition that investment 
funds of the amount they judge necessary are forth- 
coming. In the case of moderate amounts, it is left to 
the management to prepare detailed plans for carrying 
out the investment without further reference to higher 
authority. The planning authorities can afford to 
forgo their rights to scrutinize plans, because the 
existence of a uniform and realistic wholesale price 
system guarantees that a project involving a certain 
amount of expenditure in one enterprise will be 
comparable in volume with another one of the same 
amount elsewhere. Finally, of course, the bank which 
handles the investment funds will be controlling the 
expenditure of the money. 


TABLE 100 
Finance of investment in eastern European countries 


Percentages of gross fixed capital formation at current prices 


1949 1950 1951 1952 1953 1954 


Bulgaria 
State investment: 
Budget grants? . . 67 63 64 64 64 54 
Provision for depre- 
сане 7 2 25 PH 9 ls) 
Other investment . . ТОТО ЕТ 12 a 7: 
Czechoslovakia : 
State investment . . 81 77 87 91 88 89 
Other investment .. 19 23 13 CA IB] 


Eastern Germany 
State investment: 


Budget grants? . . 618648872 371 
Provision for depre- 93 94 
сан sae 29° 16 1621 
Other investment . . 10 20 12 8 т 6 
Hungary 
State investment: 
Budget grants? .. 65 71 .. 84 68 
Provision for depre- 74 
о nee 308-2317 112 №25 
Other investment . . 26 5 ба > 4 Я.С 


Sources : Budget reports and Tables 115, 119, 120 and 121. 
@ A small part is financed out of retained profits and bank credits. 
Ь Including credits to co-operatives. 


с Estimated amount of credits to agricultural co-operatives and mortgage 
loans for housing. 


Investment finance and pricing policy in eastern Europe 


In the countries of eastern Europe, though the 
formal provisions governing the control and finance 
of investment are very similar to, and indeed modelled 
on, the provisions of the Soviet Government, the 
picture is rather different. It will be seen from Table 100 
that the share of total investment which is financed 
out of central funds is even higher than in the Soviet 
Union, and has in some countries been increasing 
until the last two years. The retained profits of 
enterprises or administrations are significant only in 
Rumania and eastern Germany.*® 

Moreover, whereas in the Soviet Union the share of 
state revenue coming from “normal” enterprise 


64 In eastern Germany all profits were channelled through the 


budget until 1955. The situation is now reversed, and about 
80 per cent of profits planned for 1955 (after deduction of 
allocations to the Director’s Fund) were to be retained within the 
industry where they arose. Neither the enterprise nor the central 
directorate will normally have access to other funds for projects 
planned as self-financed, if the profit plan is under-fulfilled. 
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profits has been steadily rising, the reverse has been the 
case in eastern Europe (see Table 101). This opposite 
trend in eastern Europe is the result of slackness in 
attaining cost reduction plans, increases in raw material 
prices (for farm procurements) and, in the case of 
Hungary, to the practice of reclassifying profits shown 
in the preceding year as turnover taxes. The obverse 


TABLE 101 


Government receipts from profits of state enterprises, 
direct taxation and borrowing in eastern Europe 


sree 
Total Percentage distribution 


Country and year 


(Bill'ons of Turn- Direct Borrowing 
tat‘onal currency) over Profits я from the 
at current prices)| tax public 

Bulgaria 
950. 55. 158 60 21 19 — 
1951 223 62 21 11 6 
1952 11.95 66 23 10 1 
1953 12.9 66 22 10 2 
1954 14.3 68 21а 8 3 
1955 15.6 > U 2 
Czechoslovakia 4 
195028 129 52 38 10 — 
19530" 4 266 367 61 29 10 — 
1954 а. тЫ 61 25 13 — 
REE ие 71.4 63 23 14 — 
Rumania 4 
Оби Saks 261 65 22 13 
ТО. 22.38 60 26 14 
И. 25.2 60 27 13 
1954 а. 26.5 64 24 12 
9S Si оо 26.4 67 21 12 
Hungary 
1950 22am. 20.1 44 33f 20 3 
ИВС: ры 26.6 48 33f 16 3 
NO PCE Аа ее 42.8 63 247 11 я 
ПОЗЕ: 42.5 69 20/ 8 3 
а В 43.8 90 f 8 2 
LOSS eer us 42 87F 9 4 
Albania 
ТОЗАа es oe 4.9 77 23 — 
То ев 6.5 78 19а 3 
19533 о с We! 80 14 6 
1954 .... 8.1 87 13 — 
1955 а ee: 9.6 85 10 5 


Sources : Budget reports. 
@ Budget estimates. 


Ь In the monetary reform of May 1952, 25 old leva were exchanged for 
one new lev. 


¢ In the monetary reform of 1 June 1953, 5 old crowns were exchanged for 
one new crown. 


d Excluding receipts from state loan issues. 


€ In the monetary reform of January 1952, 20 old lei were exchanged for 
one new leu. 


Including provision for depreciation. 


of this trend has been that turnover taxes, in all the 
countries for which data are available, have been 
gaining in importance while in the Soviet Union their 
share in revenue has declined. 

The same reason lies behind both the greater 
centralization of investment finance and the unim- 
portance of “ normal” profit as a source of govern- 
ment revenue: the absence, so far, of rational price 
systems. The eastern European countries have been 
going through a phase of financial policy similar to 
that of the Soviet Union in the years of the first two 
Five-year Plans. They have been planning and 
accounting their investment and output in terms of 
prices which have not reflected at all accurately 
current relative costs. Meanwhile the current trans- 
fer prices at which producer goods changed hands 
within the state sector have in some cases been pegged 
at levels not reflecting at all closely current costs. 
The extreme case was that of eastern Germany, where 
until 1954 there was an attempt to hold prices at the 
1944 level. In other cases transfer prices have been 
“ spontaneously ” fixed, as it is put, by individual 
enterprises. “ Spontaneous ” price-fixing brought wide 
spreads between the prices of identical goods,® and 
some attendant confusion. It also resulted in “ assort- 
ment ” plans being badly under-fulfilled. The pegging 
of prices at out-of-date levels, on the other hand, 
destroyed financial incentives for enterprises whose 
losses were made up by subsidies but which had no 
opportunity to earn profit. Moreover, as it was the 
prices of basic materials which were the most tightly 
controlled,®** the enterprises which had the least 
opportunity and the least incentive to preserve finan- 
cial discipline were those in the basic industries.®7 
In general, raw materials were so under-valued that 
there was a temptation for managers in manufacturing 
industry to concentrate all their efforts to reduce costs 
on wage-costs and to neglect possibilities of economiz- 
ing in the use of raw materials. 

In these circumstances, governments lacked any 
means of making accurate comparisons of the effi- 


85 In eastern Germany, for example, the same piece of equip- 
ment was sold by six different producers in Karl-Marx-Stadt 
each at a different ex-works price (varying between DM 16.90 
and 38.55): a Leipzig factory bought the same castings from 
three different foundries at prices varying from DM 65 to 116 
рег 100 kg and DM 816 to 1413 per unit (Einheit, No. 10, 1955, 
р. 981). Ia Rumania the prices of imported raw materials were 
considerably lower than those of the same domestic product. 


“8 Thus in Poland in 1955 only one coal mine of the eighty in 
operation did not require subsidies, and only three cement 
plants out of fifteen made a profit. No stcel mill whatever was 
aan i operate without subsidies (Ekonomista, No. 5-6, 1955, 
p. 53). 


‘7 Profits and payments to the Director’s Fund (which vary 
with profits) were often greater in enterprises regarded as of 
secondary importance than in the heavy industries. 
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ciency of different enterprises, and could not rely to 
anything like the same extent as the Soviet Govern- 
ment on financial policy to enforce conformity with 
the various plans and norms laid down for the indi- 
vidual enterprise—production plan, assortment plan, 
labour productivity plan, raw material norms, cost 
reduction plan and profits plan.6* As a result they 
were compelled to rely to a much greater extent on 
moral suasion and on purely administrative measures. 
Each propaganda campaign, however, has to be direc- 
ted at one point only and always brings the risk that a 
gain at this point (e.g., an increase in labour produc- 
tivity) will be offset by losses elsewhere (e.g., in waste 
of raw materials). And their effect is often shortlived. 
Administrative controls turned out to be expensive in 
terms of manpower.®® Their counterpart was the 
impossibility of decentralizing decision-taking.”° 

In most of the countries concerned, new prices have 
been fixed in the last year or so on more or less the 
same principles of price-fixing as those adopted in the 
Soviet Union for some years past.” This overhaul has 


8 Fven the setting of these norms cannot be efficiently done 
in the absence of over-all criteria of efficiency. 


* See Survey for 1954, Table 24 and text table on page 42. 


70 For a comprehensive account of the disadvantages of the 
price-structure ruling in Poland until 1954 and an explanation 
of the proposed reforms, see Witodzimierz Brus, “Оп Some 
Problems. of the Influence of the Law of Value on Socialist 
Production,” Wirtschaftswissenschaft, Мо. 4, 1955. 


71 п Poland there was some discussion of the possibility of 
fixing the price of producer goods at a level which would cover 
what is called the “ full value ” of the goods, that is. at the cost 
(including amortization of plant) to the average enterprise 
producing it times the ratio of national income to the total 
incomes of productive workers and peasants. With this system 
the price of every producer good would be proportional to its 
direct and indirect labour content. This suggestion was rejected 
on the ground that it was important to show that the “ law of 
vaiue ” does not apply to producer goods, but only to consumer 
goods and agricultural raw materials. (See W. Brus, op. cit., 
p. 517.) The effect of adopting it, of course, would have been to 
inflate both government revenue and government expenditure 
the same way as the levying of turnover tax on producer goods 
did in several countries until recently. 


involved the virtual recomputation of the wholesale 
price structure from raw materials up to final fabrica- 
tion and the reassessment of turnover tax rates on 
consumer 2004$ 7? 50 as to leave retail prices unchanged. 
As a result of the reform, the share of raw materials 
costs in total manufacturing costs has been increased 
considerably.” Some subsidies remain but these are 
paid at the later rather than the earlier stages of pro- 
duction. Plans for the 1956-60 period have been made 
in terms of these prices. The establishment of a more 
rational price system is intended to permit the govern- 
ments concerned to exercise greater control through 
purely financial policy and to decentralize and simplify 
planning. The centripetal pressure of the past ten 
years has been relaxed, though not reversed: macro- 
economic decisions (that is, those concerning the 
major over-all dimensions and the targets of the eco- 
nomy) remain firmly—indeed more firmly than ever 
before—the prerogative of the central authorities, 
but decisions on the mode of their execution are 
becoming increasingly the responsibility of those in 
direct charge of the producing units. 


72 Turnover taxes on producer goods, which unnecessarily 
complicated cost accounting, have by now, as in the Soviet 
Union, been almost entirely repealed. 


78 The effect of increasing subsidization in Poland in decreas- 
ing the share of materials in costs of production, and the reversal 
after the 1955 reform, may be seen from the following table 
(from Ekonomista, loc. cit., pp. 52 and 59): 


Percentage break-down of costs in Polish industry 


1951 1954 1955 а 
Мата cite 2 bende 70 63 70 
Wapes it doch anes cen inane 19 27 20 
Amortization js. aneiie seers 3 3 5 
(Oligo Bo bd a.ale of als 8 7 5 


а Post-reform. 


In individual industries the changes effected by the reform 
were even sharper: thus the share of material costs and amortiza- 
tion charges together were in 1955 in the engineering industry 51 
per cent before and 64 per cent after the reform, in electricity 
generation 52 and 68 per cent and in metallurgy 71 and 
81 per cent respectively. 
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Chapter 8 


INVESTMENT PROGRAMMES AND RESULTS IN THE SOVIET UNION 
AND EASTERN EUROPE 


1. THE SovieT UNION 


The Fifth Five-year Plan, 1951-1955 


The amount spent by the Soviet Government on 
productive fixed investment! during the five years 
1951 to 1955 was only about one-sixth less than the 
total amount spent (adjustment being made for 
changes in prices) during the whole period of the four 
previous five-year plans—a span of 18 years, if the 
war years are neglected. Probably more than nine- 
tenths of productive investment during the last five 
years has been new investment 2—that is, represented 
increases in productive capacity. Given that the bulk 
of industrial capacity has been installed since 1928 
and is therefore covered by the figures shown in 
Table 102, this must mean an annual rate of increase 
of industrial capacity, even before taking account of 
improvements due to technical progress, approaching 
10 per cent.* Over the same period the industrial 
labour force increased by rather more than 5 per cent 
per annum, so that there was a significant increase in 
the degree of capital-intensity in industry. 


As Table 102 shows, the total of state investment, 
productive and non-productive, over the five years was 
remarkably close to the target figure announced in the 


1JIn principle productive investment is defined in the Soviet 
Union and eastern Europe as investment in industry, transport, 
communications, trade and agriculture. But in practice it has 
not been possible to exclude housing and other non-productive 
construction by state industrial, transport and agricultural 
enterprises from the figures. The point is, however, of small 
importance for the comparison made in the text. 


2 See Chapter 7, Section 1. 


* This conclusion agrees with the results of a very rough 
computation which suggests that the stock of all productive 
capital in 1950 was probably of the order of 1,200 billion roubles 
at 1950 prices. This compares with an average annual invest- 
ment in productive capital in the years 1951 to 1955 of 128 billion 
roubles at 1950 prices. The estimate of the capital stock was 
derived as follows: The figure for 1940, at 1945 prices, given in 
Spravochnik agitatora, 1949, p. 41, was multiplied by an index 
of the increase in volume (at 1950 prices) from 1940 to 1950 
(obtained from Finansy SSSR, No. 1, 1955—which gives the 
1953 stock as a percentage of the 1940 stock—and Voprosy 
Ekonomiki, No. 6, 1954—which gives the 1953 stock in industry 
as a percentage of 1950). The resulting figure for 1950 (960 
billion roubles at 1945 prices) was then adjusted to 1950 prices 
by using the over-all price index shown in the sources to 
Table 102, Appendix С. 


plan. Similarly, the target rate of growth of national 
income—like that of investment, 10 per cent per 
annum 4—was slightly exceeded.5 Both the composi- 
tion of national income and of investment and the 
distribution of income differed, however, from what 
had originally been planned, because of an initial 
miscalculation about agricultural output and because 


‘These two rates of increase are not strictly comparable: 
the volume of investment during the Fifth Five-year Plan was 
computed at the prices of 1 July 1950, whereas in the official 
national income calculations 1951 prices were used. Industrial 
production, it may be added, was measured at the prices of 
1 January 1952. 


5 As was explained in Chapter 7, Section 1, the official esti- 
mates of the rate of growth of national income are somewhat 
on the high side, because of the statistical convention adopted in 
valuing agricultural output consumed on farms. 


TABLE 102 


Gross fixed investment by the state in the Soviet 
Union, 1929 to 1955 


Billions of roubles at prices of 1 July 1950 


1929-1950 


Actual 


1951-1955 


Plan @ |Actual @ 


Heavysindustry о 483 425 
Light: industry ames рю Мое 59 50 
Аа 542 475 
Transport and communications 162 90 
Agriculture п eee ee 61 70 
Total productive investment. . 765 635 


Other state investment 
Total 7.8: ree) ae 
Of which : 


105 
740 


Sources; Speech by the then Chairman of the Council of Ministers, 
Mr. Malenkov, reported in Izvestia, 9 August 1953 (which contains figures 
of state fixed investment in the period 1929-1952, revalued at 1950 prices), 
a rials cee hae Plan and Table 128 at the end of this chapter. See also 

ppendix С. 


а Rough estimates. 
Ь Excluding investment in trade and including some investment in housing. 
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TABLE 103 


Income, investment and output targets of the Soviet 
Fifth and Sixth Five-year Plans 


1955 1960 
(1950 = 100) |(1955 = 100) 
Plan Actual Plan 


gs а 160 168 160 


State fixed investment ...... 160 а| 157 175 а 
Gross output of industry. .... 170 185 165 
of which: 

Producer goods’; ...... 191 170 

Monsumer РОО. 176 160 
Employment in industry .... . 129 110 
Labour productivity in industry . . 144 150 
Real wages of workers. ..... 139 130 
Real incomes of collective farmers . 150 140 


Sources : Pravda, 12 October 1952 and 15 January 1956. 


а Calculated on the assumption that investment is planned to increase at а 
constant rate sufficient to give the total planned for the whole 5-year period. 


of the efforts made to compensate for it when it was 
recognized. The planners at first counted on achieving 
an increase of about 40 per cent in agricultural output, 
mainly through increases in yields,® at the cost of an 
investment of some 60 billion roubles. By previous 
Soviet standards this was a large agricultural invest- 
ment programme—no more had been spent in all the 
years since 1929—but it proved to be quite inadequate 
to achieve the objectives of the plan. 

The remedial measures taken in 1953 and later were 


of two kinds. On the one hand, a larger share of 


investment than had been planned was channelled into 
agriculture when the virgin lands campaign was 
launched. On the other, the terms of trade between 
town-dwellers and peasants were shifted to the advan- 
tage of the peasants—in order to encourage them to 
greater efforts and to stimulate investment in collective 
farms and private plots—by increases in agricultural 
procurement prices. The effect of this on the distribu- 
tion of income is illustrated in Table 103, where it is 
shown that (in spite of the fact that agricultural output 
increased in less than the planned proportion whereas 
the reverse was true in industry) the average real 
income of collective farmers exceeded the planned 
figure by more than did the average real wages of 
workers. 


8 See Economic Survey of Europe since the War, р. 39. 


Meanwhile, investment in social capital was also 
pushed beyond the planned limits, the lag of new 
housing behind the plan? was eliminated and in 1953 
and 1954 a greater share of income was allocated to 
consumption. Investment in industry bore the brunt 
of these adjustments. In 1953, indeed, it seems to have 
been actually lower than in the previous year. There 
is no evidence that investment in the basic industries 
was less than had been envisaged in the five-year plan, 
but—as data in Table XXX indicate—the supply of 
some type of engineering equipment to industry fell 
below the plan. Nevertheless, in spite of the cuts 
industrial output increased rather faster than had 
been planned because of an inflow of labour con- 
siderably greater than had been expected. The extent 
to which the Soviet Government can still draw on 
reserves of manpower and natural resources so far 
untapped is illustrated by the fact that it proved 
possible to compensate more than fully for dis- 
appointments in the field of industrial productivity by 
drawing on extra manpower and to compensate par- 
tially for miscalculations about agricultural yields by 
bringing new lands under the plough. 


The Sixth Five-year Plan, 1956-1960 


The draft of the Sixth Five-year Plan recently 
announced reads in many ways like a continuation of 
its predecessor, as modified during its course. The 
output of such basic products as coal, oil, electric 
power and steel is (see Table 90 above) to increase at 
much the same rates as those planned and achieved 
during the last five years, the absolute increases being 
far greater than any hitherto obtained. 


State-financed house-building is to increase by about 
15 per cent per annum, compared with 12 per cent in 
1954 and 1955. School construction is to double over 
the five years,® but hospital capacity is to increase 
only by 28 per cent, exactly the same proportionate 
increase as in 1951-55. The plans for additions to 
cinemas, radio and television transmitters appear to 
represent a considerable acceleration. The output of 
the engineering industry is to increase only slightly 
less fast than during the Fifth Plan. 

There are, however, some very important differences 
between the present investment plans and those of 


7 The housing shortage in towns still remained acute, however 


(see Table 108). 

8In these years average real wages of industrial workers 
increased faster than productivity. 

® This almost certainly represents an increase in the rate of 
growth as considerable expansion of pupil and student numbers 
is expected (secondary education is to be universalized by 1960 
and fees for the senior forms of secondary schools and for 
higher education are to be abolished). 
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the previous periods. In the first place, whereas during 
the Fifth Plan national income and state fixed invest- 
ment were both planned to increase, and did in fact 
increase, at the same rate—10 per cent per annum— 
the new draft plan, as shown in Table 103, calls for a 
faster rate of increase in investment (12 per cent per 
annum) than in national income (10 per cent). More- 
over, employment in industry is scheduled to increase 
by less than 2 per cent per annum, as compared with 
the 3 per cent planned for the years 1951-1955 and 
the 5 per cent realized. It is clear from these figures 
alone, even if more direct evidence were not available, 
that efforts to increase productivity are to be greatly 
intensified,!° and that, unless output increases faster 
than is counted on or defence expenditure remains at 
or below the reduced level decided on for 1956, the 
increase in real wages is intended to be significantly 
less than the increase in productivity. 


Second, the draft plan discloses that a large per- 
centage of the increased output of industry is this 
time intended to come from improvements in methods 
of work and capital equipment in existing factories, 
as distinct from investment in new plants. Thus 35 per 
cent of the planned increment of output of pig-iron is 
to come from the modernization and better utilization 
of existing capacity, 40 per cent of the very large 
increase in the production of electrical locomotives, 
nearly half the extra steel, two-thirds of the additional 
machine tools and tractors, and 85 per cent of the 
additional window glass. (See Table XXVIII in 
Appendix B). 

Third, there is a great emphasis on the importance 
of introducing the most highly mechanized techniques 
wherever possible, and a Ministry of Automation has 
been founded whose duties are to prepare plans for 
introducing fully automatic processes in a wide range 
of industries. 


It has always been the official Soviet policy to build 
new factories on the most advanced pattern known 
at the time, and the planners have never hesitated to 
advocate the use of highly capital-intensive methods 
of production even in circumstances when, if atten- 
tion had been paid only to the relative scarcities of 
manpower and capital in the short term, it might 
have been judged expedient to save on capital costs 
by using more labour." But hitherto, a factory once 
built has been left to continue producing in the way 
it started, and there has been little scrapping of old 
plant. The justification for this attitude is quite 


10 Somewhat surprisingly, costs of production are planned to 
fall less proportionately than in the Fifth Five-year Plan. 


11 One reason for this was doubtless that, though manpower 
as a whole was plentiful, skilled manpower was scarce. 


obvious: as long as manpower is plentiful it is a 
social waste to scrap equipment before it is completely 
worn out.!2 As a result the dispersion of individual 
factories’ productivities about the average has become 
steadily wider, particularly in the fast-growing heavy 
industries. 

The signal for the change in investment policy 
was given by the Chairman of the Council of Ministers 
in two important pronouncements in July 1955. The 
main theme of Marshal Bulganin’s speeches was the 
current neglect of modern techniques and equipment 
which he noticed in Soviet industry. Some Soviet 
machines were, he said, of lower efficiency than com- 
parable machines in capitalist countries and in eastern 
Germany and Czechoslovakia. Moreover, they were 
often unnecessarily heavy—i.e., contained too much 
steel. Not only were project-makers too inclined to 
approve projects involving the use of existing tech- 
niques and too slow to introduce the ideas of foreign 
technology, but they were often too unimaginative to 
see that the efficient application cf a new technique 
might involve a completely re-designed machine. 
Enterprises in their turn had too little financial in- 
centive to introduce new techniques, and directors of 
enterprises had too narrow limits set to their powers, 
so that they had to seek prior approval for use of 
their own working capital to buy small tools or for 
acceptance of orders outside the plan to absorb 
unused capacity. Many enterprises operated ineffi- 
ciently because they were expected to produce too 
great a variety of goods: with greater specialization 
could go more standardization. In the meantime, 
because too much unskilled labour was used in many 
branches of industry, manpower was in embarrassingly 
short supply in some districts, and there was consider- 
able under-utilization of capacity. 


These comments constituted a plea for improving 
efficiency in existing plants by a bold policy of scrap- 
ping. It is evidently held that for the time being more 
can be gained by substituting capital for labour than 
by extending employment opportunities in industry. 
One corollary of this is that, though of course the 
development of backward regions is to go on,}3 in the 
current five-year plan the spread between the target 
rates of development of different republics is Jess than 
has been the case in the past (see Table XXIX). A 
larger proportion of investment is to go into the 
existing industrial centres. 


13 A recent article in Partinaya Zhizn (1955) explained that in 
the past this attitude went so far that it was often held that a 
machine could in no circumstances become obsolete in a socialist 
economy. 


13 In particular it is planned to develop a more or less self- 


contained industrial region in the Siberian part of the RSFSR. 
See Chapter 6, Section 5. 
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It would be going much too far to suggest that the 
Soviet Union has exhausted its manpower reserves: 
45 per cent of the working population is still employed 
in agriculture, with relatively low productivity. But 


it is evidently thought dangerous to rely on transfers 
of labour from agriculture to anything like the extent, 
experienced in the past, until the stock of capital in 
agriculture has been greatly expanded. 


2. INVESTMENT IN EASTERN Europe, 1949-1955 


The long-term investment plans published in the years 
1948-1951 


The Soviet Fifth Five-year Plan was unique in 
Soviet history, apart from the Third Plan, which was 
interrupted by the war, as being a plan designed not 
to increase, but to sustain, the rate of growth. In this 
respect the plans prepared by the governments of 
eastern Europe in the late "forties and early ’fifties 
were much more similar to the earlier Soviet plans. 
All of them were designed to make the transition to a 
higher rate of growth and in every case except 
Rumania" this was to be brought about by increasing 
progressively the share of the national income devoted 
to accumulation. 

The first such plans were those of Bulgaria and 
Czechoslovakia, designed to cover the years 1949 
to 1953. In both cases an increase in the ratio of 
fixed investment to national шсоше 1$ was соп- 


14 National income in Rumania was actually planned to increase 
faster than investment. This was because plans were drawn up on 
the assumption that 1950 would be an “ average” year for crops: 
when the harvest turned out to be unusually bad and national 
income Jower than expected, neither the income target nor the 
investment target was revised. As a result the rate of growth of 
income required to meet the income target was pushed up. 

15 All the figures given in this paragraph are of the ratio of 
gross fixed investment to national income, both measured at 
constant plan prices. This was a choice imposed by the statis- 
tics. It is, however, not as illogical as it might seem, since the 
greater part of gross investment is new investment. 


templated from almost 20 per cent in the year before 
the plan to about 30 per cent by the end of the planning 
period. Similarly, the Polish long-term plan announced 
in 1950 called for an increase in the fixed investment 
ratio over six years from 20 to 30 per cent. The 
Hungarian plan announced in 1949 was more modest— 
a rise from 18 to only 21 per cent was demanded—but 
more short-lived: the second version issued in 1951 
pushed up the target investment ratio to 30 per cent.16 
In the same year an eastern German plan was an- 
nounced which implied increasing the share of invest- 
ment from the very low figure of 8 per cent to about 
18 per cent, and a revised version of the Czechoslovak 
plan was put out which raised the target investment 
ratio in the last year of the plan to 32 per cent.” 


16 The Government of Bulgaria achieved a similar effect by 
pressing for the fulfilment of the five-year plan in four years. 
Later the same procedure was followed in Rumania, though 
only for a few months. 


17 This is based on the statement in the government decree 
on the revised five-year plan that the new plan envisaged the 
spending of 558 billion crowns at 1950 prices—i.e., about 
400 billion crowns at 1948 prices—during the years 1949 to 1953. 
(Sbirka zakontt republiky Ceskoslovenské (“Collection of laws 
of the Czechoslovak Republic”), 24 April 1951.) Earlier the 
Official gazette had reproduced a speech made by Mr. Dolansky, 
the then Chairman of the Planning Board, on 22 February 1951, 
in which the same figure of 558 billion crowns was stated to be 
investment planned for the years 1951 to 1953. (Ufedni list 
republiky Ceskoslovenské, 28 February 1951.) 


TABLE 104 
Distribution of planned investment in the Soviet Union and eastern Europe, 1949 to 1955 


a en СОСО ССОО ООС ОТО ООС ОС ООС СООО СООО СОСО ООС ОСТ ССОО СООО ООС ОТОС СОСО СОСУД СОСО ССОО ООО 


Country and period Industry 


Soviet Union®. ...... 1951-1955 70.0 
Czechoslovakia ...... 1949-1953¢ Die 
Eastern Germany ..... 1951-1955¢ 53.8 
Rumania’. ее. 1951-1955 53.4 
AEC ALY ete elo ooo Sis reine 1950-1954¢ 51.8 
Ро > cies: io acs 1950-1955 45.4 
ААА а по кб ео 1951-1955 42.6 


Вора. Is 1949-1953 40.0 


Sources : Tables 102 and 112. | 
в Housing (other than dwellings built by Soviet industrial, transport and 
agricultural undertakings), schools, hospitals, public buildings and retail 
and wholesale trade. 
& State investment only. 


Housing 
Agriculture Transport Other@ = {included in previous 

columns) 
8.2 12.3 95 13.7 
Thee 13 *а 25 10 * 

6.3 9.4 30.5 15.0 е 
10.0 16.1 20.5 3.3 

12.9 11.8 23.5 7.6 в 

12.0 14.9 27.7 
13.4 14.4 29.6 10.0 
24.2 18.4 4.5 
а ОЕ 


с Plans published in 1951. 
d Excluding roads. 
е Including expenditure on town and country development. 
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The eastern European plans were more ambitious 
than the contemporary Soviet plan for two further 
reasons. In the first place, governments felt it neces- 
sary to devote a considerably larger share of their 
investment funds to increasing the stock of social 
capital—schools, hospitals, etc. To the extent that 
the growth of education services is particularly 
slanted towards technical education the returns in 
the form of extra output may come fairly quickly, but 
much of this investment, whatever its contribution 
to welfare and to productivity in the longer run, 
generates little extra output in the short term. It will 
be seen from Table 104 that this social overhead was 
intended to take less than 10 per cent of total invest- 


ment in the Soviet Union and between 15 and 20 per 


cent in eastern Europe, while the share of transport 
in investment, though less than during the earlier 
reconstruction period, was also to remain quite large 
in several countries. 

Second, it was assumed that, whatever the size, 
natural resources and industrial structure of a country, 
the rate of growth of its economy could be levered up 
only by expanding heavy industry faster than light 


industry, as had been done in the Soviet Union.’* 
And there was remarkably little co-ordination of the 
plans of different countries for developing heavy 
industry. As technical factors set a minimum to the 
possible size of plants in some branches of heavy 
industry, it was inevitable that a larger proportion of 
investment resources would be locked up each year 
in unfinished projects than would be the case in a 
country as big as the Soviet Union.?® 


Thus, even if all the targets of the plans had been 
perfectly compatible with one another, their im- 
plementation would have imposed a serious strain on 
administrations still feeling their way in a new field. 


18 Ног example, Professor Tamas Nagy, a Hungarian econo- 
mist, writes: “The fundamental law requires that production 
should surpass consumption, and that the consumption of the 
population should constantly increase; ... it also requires that 
the production of producer goods should increase in the long 
run at a higher rate than that of consumer goods.” (Magyar- 
Szovjet Kézgazdasdgi Szemle, Мо. 3, 1954, р. 209.) 


19 Tn the Polish Six-year Plan it was assumed that the value of 
completed projects would be only four-fifths of actual expendi- 
ture during the plan period. 


TABLE 105 


Average annual rates of growth of national income and gross fixed investment during the long-term plans ended 
1953 to 1955 


Percentages 


Rates of growth per annum 


Degree of fulfilment of the 


Planned Actual pl aoe: 
Country and period 
; National Gross fixed 
National Gross fixed National Gross fixed income in the investment 
income investment 2 income 5 investment 5 last year over the 
of the plan whole plan 
period 


Poland ees mes (aes 1950-1955 
So ee a hare 1949-1952 


1953-1957 
Rumania: smn ие. 1951-1955 
Albanian aie tee 1951-1955 
Czechoslovakia ...... 1949-1950 

1951-1953 
Jeiay tia? Goa pt amen oe 1950 

1951-1954 


и. 1951-1955 


Sources : Tables 112 to 127 at the end of this chapter. 

Я Calculated on the assumption that investment was intended to increase 
at a constant rate sufficient to give the total planned for the whole period 
of the plans. | 

6 Average rate of growth per annum, 

© The ratio of total actual investment to planned investment. If investment 
reoeree! the plan is deducted from the numerator the ratio becomes 93 per 

ent. 


88 103 с 
102 1104 
и 102 е 
72 95 
a 91 
107 £ 100 # 
94h g5h 
928 1328 
654 79h 


4 The ratio of total investment (includin i i 
8 unplanned investment) in the fo 

years 1949 to 1952 to the amount implied for these years ee Sriginal 
five-year plan for the years 1949 to 1953. In fact there was an attempt to 
fulfil the plan in four years, which was successful only to the extent of 
78 per cent in the case of investment. 

е The two years 1953 and 1954 only. 

Л See footnote 14. 

8 Degree of fulfilment of the five-year plan in its original version. 


А Degree of fulfilment of the five-year plan in its revised (1951) version. 
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TABLE 106 


Degree of fulfilment of fixed investment plans in eastern Europe 


Percentages 


Czecho- Eastern : : 
ОНА Germany Hungary Poland Rumania Bulgaria Albania 
1949-1953.¢ 1951-1955 а 1949-19542 1950-1955 1951-1955 1949-19535 1951-1955 
Heavy industry. ......, 69 72 a, 119 118 
Mightindustry.) р 2.. . <.. 60 ¢ 66 ihe 75 83 
Чу. р. Geo 
Ее Moms s: аа con 142¢ 106 84 84 98 81 104 
ВОО ео 66 68 70 
ео ра 112 81 
В аи. 66 + 75 


Source : Table 112 at the end of this chapter. 


а Plan fulfilment is, except where otherwise stated, measured with reference 
to the revised plan published in 1951. 

> Although the First Five-year Plan was Officially wound up after four 
years the degree of plan fulfilment is here measured in terms of actual 
investment during the full five years for which the plan was originally to run. 


с Plan fulfilment is measured with reference to the original plan published 


Degrees of fulfilment of the long-term investment plans 


Table 105 shows the degree of fulfilment of the in- 
vestment plans over the whole period of the long- 
term plans. It will be seen that in no case did 
governments succeed in devoting to investment 
within the plans as much as had been intended in the 
final versions of the plans,?° but that the shortfalls 
were small in Poland, where the target rates of growth 
were lower than in other countries, and in the three 
least industrialized countries. In Czechoslovakia about 
85 per cent of the investment planned was carried out, 
in Hungary less than four-fifths and in eastern Ger- 
many little more than two-thirds. These were the 
three countries where the most ambitious increases 
had been planned. 


It will be seen from Table 106 that fulfilment tended 
to be uneven as between different sectors of the 
economy. In all countries investment in the infra- 
structure of the economy—transport, social capital, 
and housing—was cut back; in most countries econo- 
mies were made in agriculture. Even these reductions 
did not prevent shortfalls of industrial investment of 
nearly one-third in eastern Germany, Hungary and 
Czechoslovakia. 


20 The percentages shown in the table exceed 100 in the case of 
Poland, because of the inclusion of unplanned investment in 
the total of actual investment, and in the case of Bulgaria 
because actual investment in the four years for which the 
1949-53 plan in the end ran has been compared not with the 
planned total for the five years, but with the amount implied by 
the plan for accomplishment in the first four years. 


in 1948. There is, however, no reason to believe that the targets for these 
items were significantly altered in the revised version published in 1951. 


d Investment in telecommunications was included in the plan, but not in 
actual investment. 


© Including expenditure on town and country development. 


/ Schools, hospitals, public buildings, etc., and trade. 


Е 


Excluding actual investment outside the plan. 


The achievements of investment policy 


Within industry it was naturally in the priority 
sectors—mining, electric power and metallurgy—that 
the highest degree of plan fulfilment was recorded. 
Indeed, as can be seen from Tables 122 and 127 
at the end of this chapter, in Hungary and 
Rumania, the only two countries for which detailed 
breakdowns of industrial investment are available, 
investment in both the coal and the oil industries was 
pushed far beyond the levels laid down in the plans 
(even in the greatly expanded plan announced in 1951 
in Hungary). As a result of the massive investment 
in oil in Rumania, the output of oil, which had 
previously been declining, was raised considerably 
above what had originally been planned, and the 
stage has now been reached when Rumania can look 
forward to having an important petro-chemical 
industry in a few years. 


Only part of the fruits of the high level of investment 
in the basic industries can be seen in increases of 
capacity actually in use, because of the inevitable lag 
of completions behind expenditures as long as in- 
vestment is increasing. Nevertheless, the increases in 
capacity were considerable. Electrical generating. 
capacity in eastern Europe as a whole increased by 
4700 MW over the five years 1951-1955, that is at 
a rate of 6 per cent per annum on the average (but 
at a faster rate in the more recent years, as earlier 
projects were completed). In both eastern Germany 
and Czechoslovakia six blast furnaces were built 
(and in eastern Germany one plant with 10 low-shaft 
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furnaces), in Poland four, in Hungary and Rumania 
two and Bulgaria one.*! Poland added 10 open-hearth 
furnaces and Czechoslovakia nine to their steel-makin g 
capacity, together with a number of alloy steel electric 
furnaces. The increase in open hearth capacity in 
eastern Germany is probably as great as in these two 
countries combined: the new Brandenburg steelworks 
alone operates ten furnaces. In eastern Germany a 
new process of cokefaction of brown coal was launched 
on a large scale, which may prove of great importance 
for the metallurgy of countries such as Hungary and 
Rumania, which are also poor in coking fines. 


The increases in the production of basic materials 
for heavy industry were thus in nearly every case 
substantial, though as can be seen from Table 107 
output in all countries lagged behind the ambitious 
targets set in the strained atmosphere of 1951. Part 
of the increases shown, however, particularly in the 
earlier years of the long-term plans, was the result 
of a more efficient use of existing capacities rather 
than of new additions to the capital stock. 


Engineering expansion was also substantial, particu- 
larly in the countries whose engineering industries were 
already important. In Czechoslovakia, more than one 
quarter of the total investment in industry went into 
engineering,** and the stock of automatic and semi- 
automatic tools increased by 40 per cent in the five 
years of the plan. In eastern Germany, substantial new 
capacity was built up in the heavy branches of engineer- 
ing (especially machine tools, electric generators and 
shipbuilding). In Hungary, engineering took about 
one-fifth of investment in industry ** and there was a 
notable development of decentralized medium heavy- 
engineering plants in densely populated rural areas.* 
In Poland, several quite new industries were started: 
motor vehicles (three assembly plants and several 
subsidiary factories), shipbuilding, and mining, 
heavy metal-working and agricultural machinery. 
Rumania invested more than had been planned in a 
number of specialized branches of engineering, pro- 
ducing oil-drilling and mining equipment, tubes, 
construction equipment, railway equipment and 
agricultural machinery. Bulgaria too built up a new 


81 The blast furnaces are of the 800 cu. т. type in Poland, of 
the 700 cu. m. type in the other countries, except Rumania and 
Bulgaria, which probably have furnaces of the 450 cu. m. type. 
Of the total increment of pig-iron production in the five major 
producing countries during their long-term plan periods (4.7 
million tons) 80 per cent came from new plant. 

22 New enterprises (24) had a 25 per cent share in the invest- 
ment total in this branch. 

33 For details see Table 122 at the end of this chapter. 

24 Of the 28 new engineering plants 8 were located in rural 
districts. 

25 The capacity of Polish shipyards was more than 100,000 
deadweight tons in 1955. 
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engineering industry covering the manufacture of 
machine tools, electrical engineering and_ ship- 
building.”® In all countries foundries and ball-bearing 
works received substantial investment funds.?? 


Gross output of metal-using industries in three 
eastern European countries 


1950 = 100 


1951 1952 1953 1954 1955 
Eastern Germany: 


ENgineeringae me ree ae 124 152 176 195 209 
Electrotechnical industry ... 130 169 194 225 231 
Precision mechanics ..... 12259 14 15335172106 
О. ЕТ. 125001535 178 1998212 
ТЫ бо аа пл о оо в 162-226 20623 
Poland а и Я В со М со OD) 


Sources: Economic Bulletin for Europe, Мо. 2, 1955, р. 96; information 
transmitted by the State Central Statistical Administration (East Berlin); 
Trybuna Ludu, 16 July 1952 and 1 January 1956; Zycie Gospodarcze, No. 14, 
1954, 


а 1949 = 100. 


Investment in the building and construction industry 
itself was planned to amount to 3 to 4 per cent of 
total investment in industry in Hungary, Rumania and 
Bulgaria, but actually twice this amount was spent in 
Hungary and Rumania (see Tables 122 and 127 at the 
end of this chapter). In Poland 6 per cent of total 
industrial investment went into building mechanization 
and related investment. A substantial stock of build- 
ing machinery was created and the mechanization 
of building operations reached an advanced stage, 
as can be seen from the table below. 


Mechanization of building operations 


Percentages of all work 


с Saf 
ee mbee tri 
Czechoslovakia. . 1950... 45 Ss 
10530 ce eee 90 ans 
1955. ee 81 90 95 
Hungary) gece se 195 laine 2 035 75 
1954... 48 тЫ 
РО. © 19525) и 97 94 
195455 мик 52 100 98 
Bulgaria. .... 1052 aes 71.3 
1954.5 к 42.2 73.3 


Sources: Plan fulfilment reports; Rudé Prdvo, 15 September 1954 and 
15 October 1955; information received from the Governments of Poland 
and Bulgaria. 


зв In the report on the 1949-1952 period nine new engineering 
enterprises are listed. 

27 The eastern European governments have co-operated in 
drawing up the production programmes of their ball-bearing 
factories so as to avoid duplication. 


Clear living space per 


Persons per room. . 
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TABLE 108 


Estimates of housing stock in eastern Europe and the Soviet Union 


Bulgaria Czecho- 
spe slovakia 
Unit 
End- End- March End- 
1948 1954 1950 1954 


Number of dwellings | Million 3.61 3.75 
Number of rooms а. | Million 8:02 08.32 
Rooms per dwelling . | Number т 2.2 De 
Total floor space . . | Million m? He 87.7 | 139.7 144.9 
Clear living space @ . | Million m? 43.3 48.5 98.0 101.6 
Populations sacar Million 12.34 12.95 


inhabitant mame: Square metre 7.9 7.8 
Dwellings perthousand 
пацан aes 293 289 


1,5 1.56 


Sources : Material collected by the Housing Committee of the Economic 
Commission for Europe for a forthcoming publication “ The European 
Housing Situation ”. 


Note. — In the case of Czechoslovakia, Poland and eastern Germany, 
the estimates of the housing stock in the latest year shown were obtained by 
adding completions to the previous census figures. No allowance was made 
for demolitions. 


@ Including kitchens. 


In the chemical industries a number of important 
projects were carried out: plants producing basic 
chemicals, fertilizers, dyestuffs and pharmaceutical 
products were erected in practically all the countries. 
In eastern Germany the bottleneck of basic chemicals 
was eliminated: production of sulphuric acid doubled 
and soda ash supplies quadrupled and are now satis- 
factory. Production of plastics—though after a late 
start—is rapidly approaching advanced international 
standards, and in eastern Germany the serial produc- 
tion of all-plastic car bodies was started. In Rumania 
the intermediate stages of the chemical industry also 
developed remarkably. In Hungary a big fertilizer 
plant was approaching completion in 1955; one other 
has been greatly expanded; some new pharmaceutical 
works have been established. In Bulgaria four new 
heavy chemical plants (sodium, carbide, dyestuffs) and 
three light plants (pharmaceuticals and nicotine) 
started production. 


The growth of employment in industry was very 
considerable. The biggest proportionate increases 
were recorded in Poland and Rumania; in Poland the 
number of people employed in industry and building 
expanded by nearly 1.2 million (about 50 per cent) 
from 1948 to 1953,8 in Rumania employment in 
industry about doubled between 1948 and 1955, 


28 See БОВУЕХ for 1954, р. 38. 


Eastern Poland Soviet Union 
Germany Hungary (towns only) (towns only) 
- Е | Feb. Dec. Dec. End- Епа- 
1950 1955 НУ НИ 1946 1950 1954 1950 1955 
2.3534 1.92. 52.45 21 13.420) 74 
5.45 5.6¢ 4.41 5.97 6.62 | 40 50 
uF, oe 23 2.3с 2.30 2.44 2.44 3 3 
193 206 495 645 
135 144 ve 5 к т =. 347 452 
18.4 18.0 9.28 9.75 7.5 9.2 11.4 70.0 88.0 
7.3 8.0 505 
253 250 256 265 237 191 198 
1.74 1.70 1.54 1.72 1.8 17 


| 1 


5 Estimated: the figure given in the Hungarian census of 1941 is 3.46 million, 
but this excludes separate kitchens. 


с The 1954 housing census covered only urban districts and 106 rural muni- 
cipalities. The average of rooms per house shown there has been assumed 
to be applicable to the whole country. 


d Total floor space, minus the space of kitchens, bathrooms, halls and lava- 
tories. 


implying an increase by 700,000. In Hungary total 
employment in industry and building increased by 
500,000 in the 1949 to 1954 period but the number of 
manual workers only by 300,000. In Bulgaria, 
additional employment in state industry was only 
80,000 °° but the total increase in the number of 
wage- and salary-earners was 350,000. 


In the more highly industrialized countries of the 
region the competing demands from other sectors of 
the economy, mainly agriculture, limited the expansion 
of industrial employment even in the early years of 
the long-term plans. In Czechoslovakia, nevertheless, 
manpower in mining and manufacturing increased by 
350,000 between 1948 and 1953, 70 per cent of the 
extra employment being in the metal-making and 
metal-using industries, while employment in the 
building and construction industry increased by 
100,000. 


As a result of the growth of industry, urban popula- 
tions grew fast—by as much as a quarter in Poland 
in the four years 1951 to 1954—and housing needs 
with them. House-building programmes were, how- 
ever, On a modest scale, and as can be seen from 
Table 108 the housing situation, already not satis- 


*° See “The Economy of Hungary, 1950-1954 ”, Economic 
Bulletin for Europe, Vol. 7, No. 2, p. 90. 


30 Rabotnichesko Delo, 15 September 1954. 
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CHART 13 


Planned and actual national income and fixed investment in the Soviet Union and eastern Europe 
The year preceding the last completed long term plan = 100 


Semi-logarithmic scale 


USSR CZECHOSLOVAKIA 
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— — — Planned gross fixed investment 


Actual gross fixed investment 


а Both income and investment were planned to increase at the same rate. 


factory before the recent growth of towns, has even 
deteriorated in some countries. The inadequacy of the 
efforts in this field contrasts in some countries with the 
generous allocation of funds to increases in social 
capital—schools, hospitals and the like.* In spite of 


31 See SurvEY for 1954, Table 31, р. 55. 


RUMANIA 


1950 1951 1952 1953 1954 1955 


BULGARIA 


100 
1948 1949 1950 1951 1952 1953 1954 


— — — — Planned national income 


Actual national income 


the cuts in programmes made in the years 1951 to 
1953, considerable sums continued to be spent,*? 
amounting to over one-fifth of total investment in 
Hungary and Poland. 


32 A break-down of social investment in Hungary is given 
in Table 124 at the end of this chapter. 
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Year to year changes in the volume of investment 


The period 1951 to 1955, however, falls into two 
more or less equal halves with very different charac- 
teristics. Until about mid-1953 every effort was made 
to maintain at least the planned rate of increase of 
investment, even at the expense of infringing the 
Fundamental Economic Law of Socialism by cutting 
personal consumption. And as Chart 13 shows, though 
the rate of increase fell well below the requirements of 
the plans in eastern Germany, Czechoslovakia and 
Hungary, the three countries with the most ambitious 
targets, it was even in excess of the planned rate in 
Poland, Rumania and Bulgaria, the countries with 
the most modest targets. 

Then, in the second half of 1953 there was every- 
where some relaxation of efforts, which shows itself 
in the totals of investment in Chart 13 (which takes 
the calendar year as unit) only in 1954. Fixed invest- 
ment rose only slightly in that year in Poland and 
Albania, remained constant in Czechoslovakia and 
Bulgaria, fell considerably in eastern Germany and 
dramatically in Hungary and apparently also in 
Rumania.** Finally, in 1955, though there were rises 


33 The figures for investment in Rumania in 1954 and 1955 
have been obtained by deducting figures of investment in the 
first three years of the plan derived from the annual plan ful- 
filment reports from the total of investment over the whole 
plan period announced at the Second Congress of the Rumanian 
Workers’ Party in December 1955. The figures are believed to 
be consistent with one another, but it is not certain. 


TABLE 109 


Share of national income devoted to accumulation 
and to fixed investment in eastern Europe 


Percentages 


1948 1949 1950 1951 1952 1953 1954 1955 


Czechoslovakia 

Accumulation 83 124 4224251204265 

Fixed investment . 195520) 2655 20s coe 
Eastern Germany 

Accumulation . . 9 11 11%12 Ш 12 

Fixed investment . mS eS 9 10, 489 
Hungary 

Accumulation . . oe. УД И ON omy 

Fixed investment . ish PP Phy ВИ PA 28 
Poland 

Accumulation . . Sea 21. 28) (2725 eee 

Fixed investment . 20’ 2326 30 31:30:28 
Киташа 

Accumulation .. xa) ce чи 

Fixed investment . 20 S19 22529 ee ee 


Sources: Tables 119 to 127; Tarsadalmi Szemle, Мо. 1, 1954, р. 41; 
Trybuna Ludu, 6 November 1954; plans and plan fulfilment reports. 


Note. — The first line of figures for each country shows share of accumula- 
tion (sometimes net investment and sometimes new investment, but in both 
cases including changes in stocks) in nationa! income, both measured in terms 
of current prices. The second line shows the ratio of gross fixed investment 
measured at constant plan prices, to national income, also measured at plan 
prices. 

The figures italicized are the investment ratios in the year before the 
plans and in the last year of the plans. 


TABLE 110 — Annual rates of growth of gross industrial production in eastern Europe 
Percentages 
1950 1951 1952 1953 1954 1955 1236 
| Plan 
БОЯ В SeroducerssOOdS anna nnn one 16 11 12 13 15 11 
GonsumenscOodS sa anna 6 16 11 12 13 9 10 
Bul Sardar ое ое рр nn 21 23 25 23 16 she 
(Ceuta eC ре au we 23 18 10 4 3 65 5 
Czechoslovakia . . | Producer goods. ....... ОЗ 10 
(ОПЕР mean ene 9 т 
Eastern Germany и lea Vn тан су nnn mine 20 11а 
Light and food industries 26 5d 
ТИ обо IRIGENAY ИВ о оо робос 41 10 
Light and food industries 25 2% 
Я о ОТ 74600 Зы Go 6 ob a 8 8 25 7 
Consuime;n goods arene 18 7 
ПА 5 5 6 oc оо О о 5 Бо обо в 30 111 
Consumer 46098 Бо ооро 28 of 


Sources : Plan fulfilment reports and plans. 


@ The figures for this year are not comparable with those for later years, 
because of a change in the price weights used. 


5 Planned output. 


с Provisional. 
4 Producer and consumer goods. 
е Excluding small enterprises. 
Average rates of the Second Five-year Plan. 
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TABLE 111 


Gross fixed investment by sectors in eastern Germany, Hungary, Poland and Bulgaria 
и ee RN TO eri tits Nigella GRO ive 


Percentage of total 


Index numbers of volume 4 (1950= 100) 


gross fixed investment а 
1950 1953 1954 1951 1952 1953 1954 1955 
Eastern Germany 
Heavy industry serie. 34 44 41 167 211 233 189 
Light industry .... 8 6 10 100 100 150 200 
All ИО ay 42 50 51 155 191 218 191 223 
о san. 6 10 12 125 156 312 312 344 
Transport cht guia empties 6 8 9 156 250 219 219 282 
Housing’. 2 2 2 >. 13 NZ 15 143 171 229 171 186 
Other cee Moto at 33 15 13 Wil 65 65 65 60 
Total ere es 100 100 100 127 150 177 158 177 
Hungary 
Heavy INGUStry= ere) 39 46 37 158 192 203 116 92% 
Eightundusiry 2 2". nn 3 3 5 133 133 200 200 
All ОЗУ 2 = 42 49 42 156 188 202 122 102 * 
Арион тель о & 9 13 23 156 233 244 300 
Transport НЫ 19 11 7 100 133 100 44 44 * 
и а сы 5 6 9 120 140 200 220 
Othere 277 Авен: м. 25 21 19 121 129 146 92 x 
ТОО =A. 100 100 100 135 164 173 122 108 * 
Poland 
Heavy industry 202 32 43 40 152 PND 238 229 214 
О hr 2 < 8 9 5 100 169 194 113 81 
Alimindustry. ¢ . 251s: 40 By 45 142 204 230 206 188 
Agricniturensmis ayo ое 9 8 И 117 133 161 217 300 
Рапорт о. н 14 11 11 132 139 143 143 143 
TIOUSIN Ge еее 7 10 12 186 214 264 321 329 
Фет Aver м 30 19 21 90 94 110 124 133 
а 
ВО орлы ИЕ 100 100 100 125 155 177 181 184 
Bulgaria 
Heavy industry... . 33 35 33 139 138 167 173 
Lightoindustry,. < sas. 4 5 5 173 167 223 DAS 
АЦ ии: зе 37 40 38 143 141 173 178 
Agriculture sts ие >. 9 14 17 220 207 242 307 
О eee 14 9 13 76 96 98 151 
Синие ие 40 37 32 100 146 149 137 


Sources : Tables 115 to 125 at the end of this chapter. 
а Percentages of gross fixed investment at constant prices. 


Ь The price-weights used are: for eastern Germany 1950 prices, for Hungary 
the prices of 1 July 1949, for Poland the average prices of 1950 and for 
Bulgaria 1952 prices. 


in several countries, they were barely sufficient to 
restore the 1953 level of investment in eastern Germany 
and quite insufficient in Rumania, while investment 
in Hungary decreased still further, until it was only 
just above the level reached as long ago as 1950. 


183 


с Schools, hospitals, public buildings, etc., and trade. 


d Including transport, as well as schools, hospitals, public buildings, е{с., and 
trade. x 


The share of national product in real terms which 
was devoted to investment thus showed a cyclical 
pattern, highly marked in Hungary and Rumania, but 
discernible, as Table 109 shows, in all the countries. 
The accumulation ratio, which takes account of 
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changes in stocks as well and is measured in terms of 
current prices, fluctuated, if anything, even more. 
Superimposed on changes in the pattern of resource 
allocation there were changes in the relative prices of 
consumer goods and capital goods and changes in 
stocks: in several countries there were increases in 
producer-goods prices and additions to stocks in the 
early years of the plans, so that accumulation ratios 
were pushed up, and in the later years producer goods 
prices were stabilized, while consumer-goods prices 
were reduced and stocks of consumer goods were for 
some time run down. 


It will be noticed that the timing of these variations 
was quite different from that of the contemporary 
fluctuations (of much. smaller amplitude) in the rate 
of investment in the Soviet Union. The same discre- 
pancy can be seen in the behaviour of output in the 
two sectors of industry. In the Soviet Union producer- 
goods and consumer-goods industries increased in step 
with one another from 1951 till 1955, when after the 
new interpretation of the Law of Planned Propor- 
tionate Development discussed in the previous chapter 
the output of producer goods forged ahead again. In 
eastern European countries other than eastern Ger- 
‚тапу the producer-goods industries kept in the lead 
throughout the period until 1953, as Table 110 shows; 
there was then, except in Bulgaria, a faster increase in 
consumer-goods production, which was still continuing 
in several countries in 1955. 


For four countries (eastern Germany, Hungary, 
Poland and Bulgaria) it is possible to see the effect of 
the changes in policy on particular types of investment. 
It will be seen from Table 111 that Bulgaria was the 
only one of these countries where there was a more or 
less unbroken rise in investment in heavy industry. 
In the other three countries 1952 was the last year 
when investment in heavy industry which had been 
the key point of the plans, increased markedly. 
Already in 1953 there were considerable increases in 
investment in light industry in Hungary and eastern 
Germany, in housing in all three countries, in social 
investment in Poland and in agriculture in eastern 
Germany. In the two subsequent years in all three 
countries investment in heavy industry was actually 
cut back—by nearly 50 per cent in Hungary, where 
the reversal of policy was most complete. In Poland, 
somewhat surprisingly, investment in light industry 
was reduced to an even greater extent. Agricultural 
investment in 1955 has been upwards of three times 
as high as in 1950.34 


34 In Czechoslovakia, however, state investment in agriculture 
by grants and credits was in 1954 still only 43 per cent greater 
than in 1950 and accounted for only 6 per cent of total state 
investment. 


The relationship between national income plans and 
investment plans 


It is somewhat strange, on the face of it, that there 
should have been so little correlation between the 
degree of fulfilment of the long-term plans for invest- 
ment in the various countries and of the national income 
plans.** Reference back to Table 105 will show that in 
Rumania, where over the years of the 1951-1955 
plan 95 per cent of the planned amount was spent on 
investment, national income in the last year of the plan 
was 28 per cent short of the target in spite of an 
exceptionally good harvest. Similarly, in Poland total 
investment was more than the planned amount over 
the six years of the plan, but national income, again 
in a good harvest year, was 12 per cent less than had 
been intended. On the other hand, in Czechoslovakia 
national income was only about 5 per cent below the 
planned level in spite of a failure to spend 15 per cent 
of the sums intended to be appropriated for investment. 


These discrepancies suggest that serious miscalcula- 
tions of capital/output ratios were made when the 
plans were drafted. This is undoubtedly true, but it 
is only a part of the explanation. 


In the first place, the output of consumer goods as a 
whole was limited by factors other than capacity. It 
was supplies of raw materials which determined short- 
term changes in the output of textiles and a wide 
range of consumer goods: capacity was not lacking. 
In agriculture the limiting factors were fertilizers, 
tools, building materials, and, perhaps most important 
of all, the efforts of private peasants, unable to invest 
their profits in the traditional form of land and un- 
willing to hoard cash. The output of consumer goods 
was thus not at all closely related to the scale of 
investment.*¢ 


Second, the investment projects forgone in those 
countries where investment was cut back tended to be 
the projects which would in any case not have borne 
fruit in increased output during the period of the plans 
themselves. Similarly, the concentration of effort in 
the last two years on finishing investment projects near 
completion actually raised national income above 
what it would otherwise have been—at the expense, 
of course, of the growth potential for the next planning 
period. 


35 The degree of fulfilment of plans for investment, income 
and output in the various sectors of the economy are shown for 
each country in Tables 112 and 113 at the end of this chapter. 


*°In 1954 the eastern German authorities found it possible 
to realize a programme for the production of extra consumer 
goods to the value of nearly one billion DM (amounting to 


more than 2 per cent of industrial production) by using mainly 
waste materials. 


oe = 


Third, the substitution of defence goods (as in 1951 
and 1952) or consumer goods (as in 1953 and 1954) for 
capital goods also impairs future possibilities of growth, 
but need not reduce the current national income 
significantly below what it would otherwise have been. 
The point can be put even more strongly: the alloca- 
tion to consumer-goods industries of materials or 
foreign exchange which would otherwise have been 
used as an input in the production of capital goods may 
actually increase the national income, because of the 
indirect effects on effort and productivity. In a pure 
capitalist system the limiting factor on the expansion 
of output is at times the morale of entrepreneurs: if it 
can be raised the investment multiplier comes into 
operation. In an economic system in transition to 
socialism the raising of the morale of workers and 
peasants may sometimes bring a “consumption 
multiplier”, less powerful but not negligible, into 
operation. There can hardly be any doubt that this 
was the case in Czechoslovakia, eastern Germany and 
Hungary in 1953.37 More generally, it would probably 
now be agreed in all eastern European countries that, 
if consumption had been allowed to increase in the 
years 1951 to 1953 faster than actually happened, 
more, rather than less, investment could have been 
accomplished during the long-term plans, and progress 
would have been more regular. 


The reasons for the lack of correlation between 
“income performance ” and investment performance 
are thus highly complex. They are due to a combina- 
tion of miscalculations, both technical and psycho- 
logical, at the time when the plans were drawn up, 
and of the measures taken subsequently to correct 
these miscalculations. 


Technical miscalculations 


The initial technical miscalculations were, however, 
serious. There is no rocm for doubt that the planners 
were misled by the rapid rates of growth achieved in 
industry, particularly heavy industry, and building in 
the years of the post-war reconstruction period, and 
underestimated the extent to which these had been 
made possible by the existence of under-employed 
labour and under-utilized capacity. These “ reserves ”, 
as they are called in eastern Europe, were still not 
exhausted in 1949 and 1950, and as a result the 
increases in output and investment actually achieved 
in those years in, for example, Czechoslovakia and 
Hungary, were, as Chart 13 shows, greatly in excess 
of what had been planned. The Governments of these 
countries were thus encouraged to push up their 
output and investment plans, the Bulgarian and 


87 See SuRvEY for 1954, pp. 48-51. 


Rumanian Governments to call for the fulfilment of 
their five-year plans in four уеагз,38 and the Polish 
Government to increase the share of accumulation 
beyond the requirements of regular growth under 
its plan—all this at a time when defence production 
was being expanded fast.® 


By 1953 the “reserves” had disappeared in the 
more highly industrialized countries except in the 
consumer-goods industries and, as Table 110 shows, 
the rate of increase of industrial output had (except 
in the mainly agrarian Bulgaria) already slackened 
considerably in spite of increases in the number of 
industrial workers and the widespread adoption of 
shift-working. In particular, extra output of machi- 
nery from the engineering industries was possible 
only by expanding the input of such basic products 
as steel and power. 


It was at this point that the second important 
miscalculation of the planners became apparent. It 
was the general experience that the investment require- 
ments of the basic industries were under-estimated, if 
these industries were to develop at a rate compatible 
with the engineering output required and with the 
restricted import plans. Thus in Hungary the original 
plan called for the allotment of 2:5 billion forints at 
plan prices to the mining industries over the five years 
of the plan, out of a total of 17.5 billion for invest- 
ment in heavy industry as a whole. This was raised 
to 4.8 billion out of 37.5 in the 1951 version of the 
plan. In fact, 5.8 billion were spent out of a total of 
27.5.4 Nevertheless, the increases in the production 
of coal and metalliferous ores were somewhat smaller 
than had been counted on (see Table 107). Simi- 
larly, in Rumania in the years 1951 to 1955 three times 
as much was invested in coal as had been intended,™ 


38 This policy, announced by the Prime Minister of Rumania, 


Mr. Gheorghiu-Dej, in December 1952, was abandoned in 
Rumania after a few months. 


39 Mr. Hilary Minc, the Deputy Prime Minister of Poland, 
recently stated: “ In the field of national defence, we have made 
a colossal effort, which cannot be measured only in terms of 
milliards spent on the army, industry, airfields, roads and rail- 
ways. It is necessary to remember that a particular feature of 
the defence industry is that it requires the best materials and the 
best men. It was an immense effort and it is possible to say 
today that it was an efficient effort.” (Trybuna Ludu, 1 January 
1956.) 

According to Mr. Zoltan Vas, a former chairman of the Hun- 
garian Central Planning Board, the allocations of the national 
income assumed in the two versions of the Hungarian five-year 
plan were as follows (Szabad Nép, 27 October 1954): 

Plan published Plan published 


in 1949 in 1951 
(Percentages of national income) 
Tnvestnént 6s cs we а 20 
Consumption of state administration 
and institutions (including defence) 8 24-26 
Personal consumption. ....... 72 <50 


40 See Table 122 at the end of this chapter. 
41 See Table 127 at the end of this chapter. 
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but the increase in coal output was only half what 
had been hoped for; some 20 per cent more than the 
planned amount was invested in building materials, 
but cement production increased by 40 per cent less 
than the plan called for. In almost all countries the 
shortage of coal resulted in plans for the expansion 
of cement output being badly under-fulfilled. 


A third miscalculation in drawing up the “ material 
balances” on which allocations of materials and 
capacity were based lay in the under-estimation of the 
period of production of new capacity. It will be 
seen. that in Bulgaria and Rumania the ratio of com- 
pleted investment projects to total investment was in 
most years considerably below the 80 per cent assumed 
in the Polish plan. 


Completed investment projects as a percentage of 
gross fixed investment in Hungary, Rumania and Bulgaria 


1950, 1951 1952 1953 A954 1955 


прага 84 80 78 8081064125 
REMI, ооо 65 74 74 63 Ss ae 
Врача 86 104 72 57 79 
Of which: 
Heavy industry . 69 130 56 42 84 
Light industry .. 106 119 82 73 52 
Total industry .. 329 59 46 80 
Other sectors. . . 93 86 80 65 78 


Source: Information received from the Hungarian Central Statistical 

О’ се and the Bulgarian Ministry of Foreign Affairs; furthermore, Szabad 
Мер, 16 November 1955, and Probleme Economice, No. 5, 1954, рр. 82 and 84. 
@ The value of investment projects completed excludes certain small items 
which are included in gross fixed investment (e.g., the initial expenditure 
on hand tools). In the four years 1950 to 1953 the value of industrial invest- 
ment projects completed was 73 per cent of gross fixed investment in industry. 


The construction of power stations consistently 
lagged behind the programme and, though the 
amount of power generated increased faster than 
installed capacity, the increase in several countries was 
well below what the plan required (see Table 107). 
Neither the Hungarian nor the Rumanian Govern- 
ment, indeed, succeeded in spending the sums al- 
located for power stations, because of the shortage of 
turbine-producing capacity, and in Rumania it is 
officially stated that several power stations, com- 
pleted as far as the building work is concerned, can 
work only at half strength for lack of turbines. One 
Rumanian hydro-power station scheduled for com- 
pletion by 1955 is now to be completed only by 1960. 
Similarly, the big projects in the steel industry in general 
took longer to mature than had been anticipated. 


Purely financial obstacles to investment, of the type 
which operate in capitalist systems, did not impede 
new investment at all: on the contrary, it has been 
a constant complaint in some countries—notably in 
Czechoslovakia and Bulgaria in recent years—that 


government departments have not spent on new 
investment up to their authorized limits. Nevertheless, 
financial policy, or rather its lack, did influence both 
the composition of investment and its degree of 
effectiveness. As was mentioned in the last chapter, 
the responsibility for investment decisions until 
recently rested hardly at all with the managers of 
state enterprises: indeed, as long as there was no 
systematic correlation between efficiency and profit- 
ability it would have been unwise to devolve respon- 
sibility from the centre. This meant, however, that 
there was a constant tendency for small investment 
projects, the initiative for which can hardly come from 
a level higher than that of the individual enterprise, to 
be neglected and for an undue proportion of invest- 
ment funds to be devoted to new projects and, given 
the natural preference of the project-makers in the 
ministries (mainly engineers) for balanced integrated 
plants, to big projects which could of their nature 
bear fruit only after a long delay. As a result, funds 
were locked up in slowly maturing projects while 
existing enterprises were starved of the money needed 
for maintenance,*2 and increasing efficiency in some 
enterprises coexisted with declining productivity in 
others. 


The technicians’ enthusiasm for the new and the 
big was further encouraged by the policy of keeping 
the wholesale plan prices of basic materials, and in 
particular building materials, artificially low, which 
resulted in the systematic understatement of building 
costs in terms of plan prices as compared with the costs 
of equipment. Investment decisions thus tended to be 
taken on the basis of misleading criteria. As a con- 
sequence not only were building plans sometimes 
unnecessarily extravagant*® but too many new 
projects were started more or less simultaneously, 
with consequent delays all round. As in addition 


43 The official attitude in Czechoslovakia after the 1951 plan 
revision is apparent from the following statement in a technical 
journal of the building industry (Strd% Severu, 17 October 1951): 
“We arc aware of the necessity of maintenance work, but we 
cannot admit that it shall be carried out to the detriment of the 
Five-year Plan.” In eastern Germany as late as December 1955, 
the director of the big Ernst Thalmann engineering works at 
Magdeburg was complaining that his works “had the use of 
only a fraction of its current provision for amortization and that 
insufficient flexibility in the financing of urgently needed instal- 
lations and repairs leads to considerable hold-ups of production”. 
He quotes as a typical case the breakdown of a travelling crane 
which led to the immobilization of production on 400 square 
metres of factory space, and explains that funds to repair it 
were over a period of months repeatedly refused by the ministry 
and in the end only made available after a workers’ delegation 
had been sent to the State Planning Commission in Berlin. 
(Neues Deutschland, 2 December 1955). 


43 The same tended to happen in the Soviet Union as well, 
as can be judged from the recent strictures on those architects 
who designed ornate buildings with a wasteful use of space. 


= (233° 


actual building costs rose beyond expectation in most 
countries, the share of building work in total invest- 
ment was very large by normal standards and the 


share of machinery and vehicles correspondingly 
small.*4 


= The shares of building in investment in western European 
countries (lower than in eastern Europe) are given in the tables 
at the end of Chapter 2. 


Share of machinery in total investment 


Percentages 
Eastern 
Rumania Czechoslovakia Poland Сегтапу 
IER Say a ae cee 28 aie 
L954 en mae ae 28.5 as 40 
1955 ee. Эр 32 45 


1951-1955. 402 


Sources : Munca, 26 December 1955; Rudé Prdvo, 11 December 1955; 
Nowe Drogi, No. 2, 1955, p. 27; Neues Deutschland, 6 December 1955. 


а Тре planned proportion was 60 per cent. 


3. PRESENT INVESTMENT POLICIES IN EASTERN EUROPE 


During the Jast two years the miscalculations made 
in drawing up plans and the defects in the machinery 
for programming and controlling them have been 
analysed with considerable candour by ministers and 
officials in the press of eastern Europe, and both the 
preliminary indications so far available of the five-year 
plans for the period 1956 to 1960 and the institutional 
reforms already made show that much will be different 
in future. 


Thus, it is now the accepted view that too little 
attention was paid to the benefits of an intelligently 
directed international division of labour within the 
group of socialist and semi-socialist economies. There 
was undoubtedly some co-ordination of each eastern 
European country’s long-term plan with the Soviet 
plan. But there was very little co-ordination of the 
eastern European plans themselves, and though trade 
expanded within the area of eastern Europe it was 
only to the extent permitted by the output plans of 
each country: these plans themselves were decided on 
without advance consultation, and few long-term 
trading agreements were concluded until later. This 
meant that there was unnecessary duplication of 
investment and that governments were not by any 
means fully informed about the plans of other coun- 
{1165.45 It meant, too, that capacity was not fully 
utilized in some branches of industry in the more 
developed countries: eastern Germany in particular 
suffered from this. It is clear that the long-term plans 
for 1956-1960, which are still in process of elaboration, 
have been rather fully discussed between the techni- 
cians and planners of the various governments and 
that there has been a certain amount of give and 


45 An article in Aussenhandel, 14 September 1954, reveals 
that the eastern German foreign trade agencies learnt only on 
the occasion of a special technical exhibition in Sofia that there 
was no market in Bulgaria for the high tension electrical appa- 
ratus which they had been hoping to sell, and that indeed 
Bulgaria was already an exporter in this field. More generally, 
Mr. Ulbricht, the First Vice-Prime Minister, stated in a speech 
last year: “ We do not know sufficiently exactly what kinds of 
machines are most wanted and in which countries [of the 
‘socialist camp ’] and therefore on what sort of equipment we 

should concentrate more.” (Neues Deutschland, 10 June 1955.) 


take. The production plans of eastern Germany for 
1956, which have been published at various stages of 
their elaboration, provide an interesting example of 
how international discussion has resulted in modifica- 
tion (though in the end only very slight modification) 
of national plans. 


Planned volume of gross industrial production in 
eastern Germany, 1956 


Provisional estimates of production in 1955 = 100 


Targets 
suggested 
after 
Proposals discussion Final 
by the with other Plans 
ministries eastern 
European 
governments 
Heavy engineering. ..... 110.8 115.1 113.3 
General engineering .... . 113.3 114.1 114.1 
Lighteimdustry. советов 106.4 107.3 106.4 
Building materials industries . 110.1 119.2 110.4 


Sources : Neues Deutschland, 30 October and 6 December 1955. 


In general, the information so far available on the 
1956-1960 plans of Rumania and eastern Germany 
shows that there is to be more specialization on 
particular lines of production. Thus, Rumania is 
concentrating especially on expanding the production 
of chemicals obtained as by-products of the’petroleum 
and natural gas industry and those based on salt. 
Eastern Germany, similarly, is increasingly recognized 
as the main supplier of heavy engineering equipment 
to eastern Europe as a whole. 


It is now agreed, too, that foreign trade in general 
is of far greater economic importance to the eastern 
European countries than to the Soviet Union, and 
that an investment policy which gives only a secondary 
place to potential exporting industries is mistaken. 

Although it is regarded as essential in the end to 
socialize agriculture and in the meantime to supply 
most agricultural machinery through state machine 
and tractor stations, it is recognized that private and 
co-operative investment will remain important for 
many years and that this can only be encouraged by 
more generous price policies, and not imposed. And 


ЗЕ 


it is considered necessary to leave an uncommitted 
margin of building materials, tools and the like for 
use by peasants. 


Finally, as in the Soviet Union, the emphasis of in- 
dustrial investment programmes has recently changed 
in several respects. In the last few years more 
has been spent on the current maintenance of existing 
plant. The replacement of spare parts is financed 
mainly out of a part of the amortization fund, which, 
as was explained in Chapter 7, is intended to provide 
for capital repairs to equipment as well as the replace- 
ment of equipment. In several countries, however, 
quite inadequate funds were until recently provided 
for such “ capital repairs ”. In Rumania, for example, 
roughly the same length of life was assumed for each 
type of asset as in the Soviet Union,** but far less was 
provided for repairs during that life. The reform of 
the amortization rules in 1954 doubled the funds 
available for capital repairs in state industry and, of 
course, by the same token increased the current charge 
on enterprises. 


Provision for capital repairs in the Soviet Union 
and Rumania 


Provision for capital 
repairs over the assumed 
life of the asset as a 
percentage of its 
original cost 


Soviet Rumania 
Union 
Since 
1950-1954 1954 


The economy as a whole . . ie 55 85 
State industry: 
oT Ota Me aces ceca ee ats 35 70 
ТЕ ПОВ S95 boo 5 6 И) 13-32 
JEANNE ПЕ зоо 187 25-65 
ЕО О ос eae 84 23-40 
Forestry and forest products 100 100 
ТВ оо 5 6 oo 8 67 28-33 


Source : I. Tticovici, “ Towards the Correct Application of the New 
Amortization System”, Probleme Economice, No. 4, 1954. 


In Hungary, figures of actual expenditure on capital 
repairs are available, which show a rapid increase 
in recent years: 


Percentages of the sum of gross investment and 
capital repairs 2 in 1950 


1950 1951 1952 1953 1954 1955 1956 

(Plan) 

Grossinvestment 90 121 148 155 109 yp als} 
Capital repairs. 10 13 Я] 33 30 34 49 


Sources : Information communicated by the Hungarian Central Sta- 


tistical Office; Szabad М№ р, 17 November 1955, and 22 January and 10 Feb- 
гоагу 1956. 


а This sum corresponds approximately to gross fixed investment as defined 
in the Scandinavian countries. 


“в The average for state industry as a whole is 32 years. 


There has recently been less dispersion of invest- 
ment expenditure and, as a result, an increase in the 
ratio of the value of investment projects completed 
to the total sums spent on investment. In Hungary, 
completions actually exceeded total investment in 
1954 and 1955. And throughout eastern Europe in 
1955 the increments of installed capacity in the 
electric power industries have exceeded in value the 
new work started. In Poland it was decided to 
abandon the construction of one projected large steel 
mill and to postpone work on the Warszawa high 
quality steel mill until the 1956-1960 plan period. 
Instead, efforts were concentrated to bring about the 
early completion of the Nowa Huta steel combine. 


It is intended to devote a larger proportion of future 
investment funds to the modernization of existing 
plants and less to the building of new plants. In the 
past, as in the Soviet Union, the bulk of investment had 
been in new plants. During the period of the Polish 
Six-year Plan, for example, 70 per cent of the total 
amount of investment in the cotton industry was 
devoted to new building, 25 per cent to the extension 
and adaptation of buildings and only 5 per cent to 
the replacement of old machinery.*”? These propor- 
tions are by no means untypical.*® 


The main accent of the new Polish plan, however, 
is to be on investment in equipment in existing 
factories.*° In Rumania over the same period only 
30 per cent of industrial investment is to be in new 
factories and no new engineering factories are to be 
built. In Czechoslovakia, fixed investment in the five 
years 1956-1960 is planned to be 75 per cent greater 
than in 1948-1953, and the output of the building 
and construction industries only 50 per cent greater. 
As a result of the policy of new construction pursued 
in the first long-term plans, divergencies between the 
productivity of different enterprises in the same 
industry have become very great. It is now intended 
to reduce these differences by selective modernization 
in previously neglected sectors. 


In these respects current investment policies are very 
similar to those announced in the Soviet Sixth Five- 
year Plan and foreshadowed in Marshal Bulganin’s 


47 See Trybuna Ludu, 8 December 1955. 


чз The Prime Minister of Czechoslovakia, Mr. Wiliam Siroky, 
commented as follows on the attitude to modernization pre- 
vailing until recently: 

fs Many of our people mean by the introduction of new tech- 
niques construction of new plants in the first place. They do 
not perceive the importance of reconstruction and moderni- 
zation of inefficient plants. But we must always analyse very 
carefully which is better, more efficient and less costly: the 
construction of new plants or a technical reconstruction of 
already existing plants.” (Rudé Pravo, 11 December 1955). 

4 See speech by Mr. Hilary Minc, the Deputy Prime Minister, 
in Trybuna Ludu, 14 December 1955. 
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speech of July 1955. This speech indeed found a very 
ready audience in eastern Europe, particularly among 
technicians and managers, largely, no doubt, because 
the defects of organization and the unbalance of invest- 
ment programmes to which he drew attention in the 
Soviet Union were even more urgent problems in at 
least the more industrialized of the countries of 
eastern Europe. The concentration of investment on 
big projects and the neglect of current maintenance 
had probably been more extreme. This was so not 
only because even a few big projects loom larger in 
small countries than in big countries, but also because 
the irrational nature of the wholesale price structure 
for producer goods—with the lack of any correlation 
between efficiency and profitability—had made it 
necessary for investment decisions to be more central- 
ized than in the Soviet Union.*° As a consequence, 
managers had had little stimulus to scrutinize their 
costs and to improve their techniques, and slight 
opportunity to try out new ideas. Lack of responsi- 
bility bred cynicism and inefficiency. 


But such inefficiency was far more serious for 
countries such as Czechoslovakia and eastern Germany 
than for the Soviet Union. In the first place, the 
supply of manpower, other things being equal, sets 
narrow limits to the possible increases in total in- 
dustrial production in these countries. Second, 
so much of their industry is geared to export markets 
that inefficiency in industry adversely affects the 
whole economy through its effects on the terms of 
trade. It is natural, therefore, that the planners in 
these countries should wish to pay closer attention 
to costs than hitherto, and should carry out the 
reforms of the price structure and methods of 
remuneration which would permit them to do so. 
It is recognized that the logical corollary of these 
price-reforms is a greater reliance on financial control 
as against purely physical controls and that unless 
governments are prepared to give increased powers, 
as well as duties, to managers of enterprises the 
desired change of emphasis in investment policy is 
unlikely to be successful.* 


In the meantime, great hopes are being placed on 
the beneficial effects on productivity of the new line. 
In the new Czechoslovak five-year plan, in particular, 


50 See Chapter 7, Section 4. 

51 “Tn order to introduce new techniques, however, a funda- 
mental change is necessary in investment policy. It is econo- 
mically absurd to withhold investment funds from our enter- 
prises that permit the introduction of new techniques.” (From a 
paper by a leading designer of machine tools, Moritz Schobel, 
published in Neues Deutschland of 26 June 1955.) 


it is expected to achieve four-fifths of the target 
increase of 50 per cent in industrial production by 
means of increased productivity, and in engineering it 
is hoped to increase productivity by as much as 80 per 


cent in five years. 
* 


* * 

The present stage of investment policy can thus be 
summed up as follows. It is intended to increase 
investment faster than national income during the 
next five years. In contrast to the past, even in the 
least developed countries a greater proportion of 
investment is to be of the labour-saving, as distinct 
from the employment-creating, kind. The decision to 
increase the accumulation ratio inevitably means 
increasing real wages less fast than industrial pro- 
ductivity, and indeed less fast than in 1953 and 1954. 
But present-day targets are far more realistic than 
those of the past five-year plans. The Bulgarian 
Government had already shown a somewhat lower 
target rate of growth for national income in its second 
five-year plan, to cover the years 1953-1957—10 per 
cent per annum, as in the Soviet Union. The 
Rumanian Government has now adopted the same 
target rate for its 1956-1960 plan and the Czecho- 
slovak Government a target rate of increase of 
national income of about 8 per cent per annum. 


There is a greater awareness of the limitations of a 
purely national approach to planning in comparatively 
small countries. But the problems of foreign trade 
with other planned economies (including the whole 
question of the appropriate terms of trade) and of 
international transfers of capital within the area of 
eastern Europe as a whole are still unresolved. It is 
still taken for granted that each country must develop 
its production on a wide front and that the preference 
given to heavy industry in the earlier Soviet plans must 
be maintained in every eastern European country. 
The scope left for intra-regional co-operation is thus 
still limited. As it was recently put in a Hungarian 
newspaper: 5? “... international division of labour 
cannot be a substitute for the independent есопопис 
development of a country”. 


52 Szabad Nép, 31 July 1955. The author is answering in the 


negative his own rhetorical questions: “ Is it possible to suggest 
to a people’s democracy, which has more favourable conditions 
of raw material production, to develop only their heavy industry, 
while we develop only light industry and agriculture? It is known 
that the development of heavy industry is much more costly 
than that of light industry. Can we demand of a friendly country 
to have a substantial part of their national income invested in 
coal mining, metal production and other branches of heavy 
industry, and to leave us to develop only the cheap branches 
of the national economy?” 
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TABLE 112 


Five- or six-year totals of planned and actual gross fixed investment in eastern Europe 
pe ee В re 


Czechoslovakia Eastern Germany Hungary 
(Billions of pre-1953 ké&s Gillions of DM (Billions of forints 
at 1 January 1948 prices) at 1950 prices) at 1 July 1949 prices) 
Plan Plan Plan Plan Plan Plan 
published published Actual published published Actual published published Actual 
in 1948 in 1951 in 1950 in 1951 in 1949 in 1951 
1949 to 1953 1951 to 1955 1950 to 1954 
Heavyaindusttysmene: ieee 106.5 185 128 = see 95% 18.3 40.5 29.2 
О О Бо обо 30.0 ste 18 ss Pa 1.4 * 3.0 zfs) 2.3 
AUIS GUS Uy ae eee 136.5 Sr 146 14.1 15.4 10.7 21.3 44.0 31.5 
ASTER Бобье 26.8 ia 38 1.4 1.8 1.94 8.0 11.0 9.3 
Transport and communications 52.95 vs 66 2.0 21 1.8¢ the) 10.0 8.6 
Чтаче Mate Me eee: 5.0 ue 6 0.3 0.5 0.3 0.9 1.0 1.7 
Е ое оо бе а 39.3 бо 32 5.1 4.3 3.5 а 6.5 4 5.94 
Schools, hospitals, public 
Бана еее 75.76 bs 40 1.6¢ 2.4 0.9 е 4.1 4.0 
Other yes. Soo te ee as aid 10 2.4 eS) 1,34 8.4f 6.4 


85.04 


TOTAL 


Poland Rumania Bulgaria Albania 
Gillions of zlotys Gillions of pre-reform lei (Billions of pre-1952 leva (Billions of leks 
at 1950 prices) at 1950 prices) at 1948 prices) at 1950 prices) 
Plan Plan Plan Plan 
published Actual published Actual published Actual published Actual / 
in 1950 in 1950 in 1948 in 1950 
1950 to 1955 1951 to 1955 1949 to 1953 1951 to 1955 

ICAU YSINGUSUSY a nnn nero oe 74.5 586 695 140 165 
ОНА а обес Ais 12.1 124 93 30 25 
И Бо о ee 83.4 86.6 710 788 170 190 8.9 9.5 
Agriculture 5 By ere 21.9 18.5 133 131 74 60 2.8 2.9 
Transport and communications 27.4 22.4 215 141 103 70 3.0 72| 
"а о И.Т 6.9 29 32 3 He Reed gee! 
Housing #*s г. 19.8 43 48 19 2.1 AS? 
Schools, hospitals, public 43.3 ` 

buildings, etc. a Lege 16.6 163 120. 22 1.4е 3.11 
Other sree enter tos te — (17.5) * 371 34 2-72 

ПОТА Ве ра 183.7 170.8 1330 1260 425 20.9 19.1 

Sources : See Appendix С. , е Only health and cultural investments (administrative buildings are included 
Note. — Building and construction industry is included in the industrial sx ues mares ener’): 

total with heavy industry. Л Of which 5 billion was a reserve for contingencies. 
a The sums here given are comparable with the plans and differ from those : In 1953 the plan was revised dowawards to 23.1 billion DM at current prices. 

in Table in the fo owing cases: agriculture here excludes co-operative In 1953 the pl. i illi i 

а (0.2 billion AR ETS here includes an estimate на prices а 

water pipes, sewerage, etc. (0. illion DM); and ‘ i i ; . ‘ 

at diticrénee ОУН ВЕН na ); and correspondingly there is Г Tt is not made clear in the source from which these figures are derived whether 


5 Roads, bridges aod other public works are included 2 they are at 1950 prices or at current prices (see Appendix В). 
’ under nie и р 
hospitals, public buildings, etc.”. био J Trade is included in “ other”. 


с Excluding telecommunications. К Private (unplanned) investment, not included in the total. 


4 Including expenditure on town and village development. Scientific research and geological surveying. 


m Pee ae private investment outside the plan, which amounted to 50 billion 
leva. 
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TABLE 113 


Index numbers of planned and actual changes of national income, gross production and 
consumption during the long-term plans 


Poland Eastern Germany Rumania 
1955 1955 1955 
Plan Plan г 
Plan Actual а published published Actual Plan Actual 4 
in 1950 in 1951 
1949= 100 1950=100 1950=100 
National income at plan prices 212 186 160 160 162 2605 187 
Value at plan prices of gross 
output of: 
Heavynndustry aa... 27: 254 279 185 с 205 196а AG 2314 
Light and food industries. . 211 234 191 с 176 184 а г 197а 
А... 236 267 188 с 193 191 244 216 
С. о. 380 st AE 248 169 es 218 
Agriculture; „5... 4. 150 120 ds 157 144 2545 150 
Hungary Czechoslovakia Bulgaria 
1954 1953 1953 1952 
Plan (1949) Plan (1951) Actual Plan (1948) Plan (1951) Actual Plan Actual 
1949=100 1948 = 100 1948 = 100 
National income at plan prices 163 230 150 148 170 159 185 167 
Value at plan prices of gross 
output of: 
Heavy industry ...... 204 380 288 166 233 219 223 250 
Light and food industries. . 173 245 227 150 173 180 175е 200 
о ce < 186 310 258 157 198 202 192 230 
BOUGINGee ее 231 438 269 230 278 230 3 : 
ASTICUILNTG ос о s «> « 142 154 112 137 153 114 137 108 
ee р couglod anes 
2 Provisional estimates. 


industry). 
d Producer goods and consumer goods, respectively 


the corresponding index for agriculture was 188 per cent of the expected е Excluding timber production and fishing industry 
output of 1950 (which in fact turned out to be a very bad harvest year). 


ь The plan document published a national income target in absolute figures 
which implied an index of 220 per cent of the income planned for 1950; 
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ТАВЕЕ 114 
National income and fixed investment in Albania 


Billions of leks 


| 1949 1950 оо | asst ао ов ss 1951 1952 1953 1954 1955 


At 1947 prices 
Nationalfincome!a omen) tessa ee re 9.2 9.0 * 9.9 * 12.8 * ры 
At 1950 prices 
Gross fixed investment ........ 1.1 72 И 3.5 3.8 4.0 4.4 
Of which : 
И от ae et eee 0.5 1.3 1.9 Dae 1.9 727) 
Agriculture a mnt en are oe 0.3* 0.4 0.5 0.7 0.9 1.0 
Housingae.. 0 een ee ee 0.1 0.2 0.3 0.3 0.4 0.5 
Other ak) ete er 1.2% ee Е о 0.8 0.8 0.6 0.8 0.7 
побили | 02 ae ok 0.4 Ee 0.4 


Provision for depreciation. . . | 


Sources ; See Appendix С. 
а It is not known whether national income is calculated after deduction of fixed capital retired from use, after deduction of current provision for depreciation, 


or before either of these deductions. 
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TABLE 115 
National income and fixed investment in Bulgaria 


Billions of leva 


| 1948 1949 1950 1951 1952 1953 1954 
Se ee ee eee eee 


At 1948 prices 


О ОЕ, Shi о STR, 240 Е ae Bc 400 464 a 
Bross О investment’ с. 45 70 73 87 103 115 120 
At 1939 prices 
aonaliMcometecp- А. E.G 515 52.3 60.0 78.0 78.7 91.3 
At current prices 
NatiOnaleincome 4.6 sh Coker Mes Eee. 240 243 306 490 21.5 18.7 20.0 * 
plus; Provision for depreciation ........ 8 15 19 28 1.2 1.4 ieee 
то Панова! product. . . <9. .......- 248 258 325 518 22.7 20.1 21.7 
оз ixedsinvestment рае 4 45 67 70 108 5.0 5.6 5.9 
of which: 
State investment 
financed by 
Е ен а р А 32 45 44 68 3.18 3.57 3.20 
Provision for depreciatione ....... 8 15 19 28 4 1.22 1.43 1.70 
р. 3 SO. а 40 60 63 96 4.40 5.0 4.90 
PRC TIRE VES TRACT г от pare ИОВ ayy Ps ap 12 0.6 0.6 1.0 
metmrxedminvestent oon Е +, cures 37 52 51 81 3.8 4.2 4.2 
Derived index of investment ртсезе (1948 = 100). 100 95 96 124 122 122 122 
Sources ; Зее Appendix С. с Planned amortization not earmarked for general repairs. 
2 Believed to be reckoned after deduction of current provision for deprecia- d Of which 17 billion was channelled through the budget. 
tion and not only of actual retirements of fixed capital. е After adjustment for the change of monetary unit in 1952 (25 old leva = 1 
› A sector break-down is available for two years in terms of 1939 prices: new ley). 
1948 1952 
Net output of: 
АОИ еее ке» 26.8 27.0 
Industry (including handicrafts) . 54} 37.2 
Building and construction .... 2.4 о 
40 Pee eels ор 6 Go ооо 13 4.6 
ао 6 ane eR ly 4.6 9.9 
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TABLE 116 
Gross fixed investment in Bulgaria, 1949 to 1954 
Millions of post-reform leva at 1952 prices 


1949 1952 1953 1954 
to 1954 1949 1950 1951 
Grosstfixed investment? . 5... м. 27 948 5 605 5 970 
Of which: 
Heavyaind istry оо о боюоозоро о 9 269 1 ae 2 rt 
М Ле олово обе а въ 1462 
Ча оо сыр G bo ob oo 06 10 731 2 308 
Acriculturessa tetera tom 00-1 №. 3 927 ee 
НО 3 089 
Schools and other cultural establishments . . . 658 151 
Health and social establishments ....... 331 61 
9 212 


о apie? 0. cf ее 65 ty ey bal ed fe!) 0: etn s, 


Source : Information communicated to the secretariat by the Government of Bulgaria. 


а Including unplanned investment. - 


TABLE 117 
Planned and actual gross fixed investment in Bulgaria 


Billions of post-reform leva at 1952 prices 


Plan Plan 
published Actual published Actual 
in 19484 in 1952 
1949 to 1953 | 1949 to 1952 | 1953 to 1957 | 1953 to 1954 
Gross fixed investment. ............-. 16.46 32.8 11.8 
Of which: 
Неауу паи у о Meainc- mece ee econ 5.3 10.2 3.9 
Lighteindustry farce ee eae ae are rm 0.9 0.6 
Totalgindustrycest cna: оо aa eae 4.5 
Agriculturez ate. А ee i By / 
Housing: ise. Fs cae at wok р 1.3 
Schools and other cultural establishments ..... 0.3 
Health and social establishments ......... 0.1 
Other's. Grete ея ee 3.9 


Sources ; Five-year plan laws of 1948 and 1952, and information com- 
municated to the secretariat by the Government of Bulgaria. 


а The plan was publ 
adjusted to a 1952 


ished in terms of 1948 prices. The figures have been 
price base by using a single index of investment prices 


for all sectors. The details by sector can thus be regarded only as rough 


indications of magnitude. 


Ь Including unplanned investment to the amount of 2.0 billion leva. 
с Including transport. 
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TABLE 118 
Additions to capital stock of completed investment projects in Bulgaria 


Millions of post-reform leva at 1952 prices 
a 


1949 1950 1951 1952 1953 1954 


Total of investment projects completed ....... 2572 3022 4526 3617 3208 4690 


Of which : 


Heavy ОК с о а Ree ae eee 387 807 2105 889 812 1696 
ОО СУ ее а gd 114 145 283 188 224 153 


о оо аа, 501 952 2388 1077 1036 1849 


сы ое че 2071 2070 2138 2540 2172 2841 


Source : Information communicated to the secretariat by the Government of Bulgaria. 


TABLE 119 
National income and fixed investment in Czechoslovakia 
Billions of kés 


1948 | 1949 1950 1951 1952 1953 1954 
At prices of January 1948 
Net output 2 of 
еее a Teneo a 55 49 48 44 45 44 
У О Soe ss SAGs Аа. 118 134 155 179 PD} 235 
Bysidmerand-construction и 25. . «ss 10 13 16 19 22 27 
Other branches of material production ...... 27 39 31 33 32 29 
latenalsincome st о. nee 210 235 250 275 320 335 350 
cTross4ixed investment 1-9; о. еее ый 46 65 72 78 78 78 
of which : 
те CMM) м. м... ae A492 2.8 3.2 3.5 3.7 4.0 
At current prices 
ПНС НОНО 0 с бо ss saat. 2 5 ue 210 a8 351 oe os 134 
of which : 
ево а. mel.) ое. левые. 38 nf 78 a as 34 
ONSUIND ONE о оо п ee Se oe 172 oe 273 му =a 100 
51055 HIXEGTINIVEStINENt сеет № 62е 92е 105е 113е 22.5 е 22.5 
of which : 
она о о ро оо 6 Ss a 8 34.5 50.5 71 91 103 19.8 20 
Otherinvestinent ое ‹ о о ых 26 Е 21е 14¢ _10е 2.7 е 25 


Derived index of investment prices f 
(A January 1948 = 100). еее a 135 141 145 145 145 145 


ох. en Oe eee ee 


d Believed to exclude investment outside the state sector, whether in fixed 


Sources : See Appendix С. al : capital or in stocks. 
а Believed to be reckoned after deduction of current provision for deprecia- е Including reconstruction and capital repairs estimated to amount to 16 
tion and not only of actual retirements of fixed capital. billion pre-reform kés in an unknown distribution by years. 
Ь Excluding the output of handicrafts. Л After adjustment for change of monetary unit in 1953 (5 old kts=1 new kés). 


С Investment from state budgetary appropriations and credits (excluding 
investment by co-operatives and private farmers out of their own resources). 
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TABLE 120 
National income and fixed investment in eastern Germany 
Billions of DM 


1949 а 1950 | 1951 1952 1953 1954 1955 


At 1950 prices 


INationalsincome.) а: п ее en Eons 28.7 с 32.4 37.4 42.2 44.3 48.5 Sige 
Gross fixed investment .............-. 1.5 2.6 3.3 3.9 4.6 4.1 4.6 
of which : 
Heavycindustry:42. Osi ев ране © 0.5 0.9 1.5 1.9 я 1.7 
о ов о vie en mom 0.1 0.2 0.2 0.2 0.3 0.4 
У С по о по tars essai st ie oe 0.6 НЫ 1.7 PHA 2.4 21 2.45 
Асс а 0.16 0.16 0.20 0.25 0.5 0.5 0.55 
EDTANSPOLt: 68 poeta и See acuk ales 0.15 0.16 0.25 0.4 0.35 0.35 0.45 
Пао ee eee ome ame Rt Cet ee ee ene a 0.02 0.05 0.05 0.05 0.05 0.1 
Housing (including settlers’ programme) .... . 0.2 0.35 0.50 0.6 0.8 0.60 0.65 
Schools* hospitals; ete: Л: не ice i 0.13 0.2 0.15 0.2 0.2 0.15 
Other eae а.о 0.4 A 0.7 0.4 0.35 0.3 0.3 0.25 


At current prices 


Манолаасоте- в, те м. 28.7 с 32.4 37.6 41.7 44.0 47 50 * 
of which : 
РТИ ОН о бо полосе еоо Ne 3.0 * 4.1 4.8 5.3 5 ы om 
Government consumption. ........... 9.5 * 9.7 9.7 8.7 9 * 9:5 * 
Personal consumption ............. = 19.9 23.8 21-2 30.2 Е). 34.5 * 
Grossifixed investment об ооо бр бовосов 185 2:55 3.30 4.33 5.4 4.9 5.45 
of which : 
State investment ssn. ое а а ор с Е 1.35 2.05 2.90 3.98 5.00 4.64 5-13 
of which : 
АОН о ео a 0.6 1.08 1.65 2.27 2.69 2.35 2.65 
Agriculture. о ое 0.16 0.16 0.20 0.28 0.57 0.55 0.58 
ABE Cee RN OS Se Е. eG 0.15 0.16 0.27 0.43 0.42 0.42 0.54 
а a 0.02 0.05 0.04 0.06 0.05 0.12 
Housing Gah aks Be ees bates о. Ae 0.16 0.25 0.41 O75 0.73 0.78 
Schools and other cultural establishments . . . . A 0.09 0.12 0.12 0.12 0.15 0.11 
Other non-industrial ........2..... ak 0.33 0.29 0.37 0.29 0.29 0.27 
ИИ оо оо соборов ос 5 0.5 0.4 0.35 0.4 0.3 0.3 
of which : 
Housing (including settlers’ programme). . . . . 0.15 * An 0.3 * 0.3 * 0.3 * 0.1 * 0.15 * 
Agriculture (including co-operatives) ...... ate as | — о 0.03 * 0.1 * 0.1 * 
Оо и А моло Ра ne #6 0.1 * 0.05 * 0.06 * 0.1 * 0.05 * 
а VeStmen tiene mesma ant nm a a a 1.1 2.1 2.8 3.4 
Derived index of investment prices (1950 = 100) .. . 100 100 100 115 117 121 
a eee 
Sources : See Appendix С. Including Academy of Sciences, theatres, cinemas, broadcasting, cultural 
@ Excluding east Berlin, unless otherwise stated. clubs, dispensaries and other medical institutions, but excluding adminis- 


trative and public buildings. 
& Including private industry. 
# Including trade. 
i After allowance for depreciation in the state sector only. 


Ь After deduction of current provision for depreciation of fixed capital. 
с Including the income of east Berlin, estimated to be 3.2. 

4 Including building and construction industry. 

е Excluding telecommunications. 
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TABLE 121 
National income and fixed investment in Hungary 


Billions of forints 
ener ee ee a ome Pe ee Е 


| 1949 | 1950 1951 1952 1953 1954 1955 


At prices of 1 July 1949 
Net output а of: 
Agriculture > 0:5. Мн. 7.8 8.3 9.4 6.6 8.7 8.2 
Mining and manufacturing®. .......... 17.5 21.7 26.8 32.0 32.8 33.7 
‘Building and construction. ........... 1.5 ‘2 | 3.6 3.7 3.1 
Other branches of material production ...... 2 11.9 12.7 11.8 12.8 12.5 
ational income 2 се... ве... 38 44 52. 54 58 57.5 
plus Provision for depreciation. .......... 2.5¢ 2.8 2.8 2.6 2.0 3.0 
(Grossmational: product . 24... весь. 40.5 47 55 56.5 60 60.5 
Рома А ОИ 6.8 9.7 hil 16.0 16.8 11.8 10.5 * 
of which : 
Heavy TRGUSLEY (eerie ers tite, ees. ae ib ce as oe} 3.8 6.0 es TEU 4.4 3.5 
ЕВЕ В. м... 0.3 0.3 0.4 0.4 0.6 0.6 
АСУ СС: В с 3 oc eke ears 2.6 4.1 6.4 Я! 8.3 5.0 4.2. * 
ANT UIST О ee ee а 12 0.9 1.4 Dal P23 277 2.4 
АО а со ке 1.4 1.8 1.3 2.4 1.8 0.8 0.8 
Trade _ x 4 Se SSR в а oe 0.3 0.3 0.3 0.4 0.4 
о ee ats, aol 0.7 0.5 0.6 0.7 1.0 1.1 
Schools, hospitals, public buildings, etc. .... . ne 0.7 0.9 1.0 2.0 1.5 2.2 
SEC Ere eet (a ee eee, eps ws be chi ds ae. ; 1.4 1.7 1.8 1.1 0.3 
INetsfixed investments oS < о ieee aoa sie ee 4.3 6.9 10.3 13.4 14.8 8.8 
At current prices 
Gross fixed investment .. .. д... уе... 5.9 9.5 12.5 15.0 16.3 11.8 10.5 * 
of which : 
State investment financed by: 
ОА. fel о Gp soa is) wos ones ae 6.2 8.9 YS 13.7 8.0 
Provision for depreciation? .......... 4 2.8 2.8 2.6 2.0 3.0 
О ое да. 4.3 9.0 Bey ae 157 11.0 
РЕЯ о ооо в о се ew ss 1.56 0.5 0.8 0.6 0.8 е 
Пе Пхес УЕ теле. о ое неее. 377 6.7 9.7 12.4 14.3 8.8 
Derived index of investment prices 
Gipvalys1949°=— 100). 1.5... 87 98 95 94 mo, 100 
ss Se ne eee ee eS ee eee le 
Sources ; See Appendix С. d Depreciation quotas not spent on general repairs. 
@ After deduction of current provision for depreciation of fixed capital. € Estimated amount of credits to agricultural co-operatives and private 


(family house) builders. 


/ Calculated by deducting an estimated depreciation at current prices to the 
amount of 2.2 billion forints. 


Ь Excluding the output of handicrafts. 
с Estimate based on the relation in 1950 between amortization and national 
income. 


да 


TABLE 122 


Planned and actual gross fixed investment in industry in Hungary 
Millions of forints at prices of I July 1949 


Plan Plan | 
published | published Actual 
in 1949 | in 1951 | 
1950-1954 | 1950 1951 1952 1953 1954 
Heavysindustry;2a nn ee ete re 17 512 37 5005 27 452 3349 5500 6911 7359 4333 
of which : 
Mining eb ee 9. 2 465 4 800 5 831 583 913 1373 168111251 
Metal manufacture: „бьет. eee 3 998 7 130 5 608 371 944 1677 1890 726 
Electric: роет aes, cnet vd Нем. Зо eae 3 285 5 470 4311 $24 767 1063 1061 896 
Buildingimaterials и... а 618 2716 1 831 229 380 520 493 209 
Орест. 1996 4 080 3 601 474 941 897 742 547 
General/engineering =~ 2... .0..... 4214 4 480 3 045 668 651 568 812 346 
Electrical machinery production ...... 447 85 120 119 86 37 
Electrical instruments production ...... 936 2 520 296 28 85 54 77 52 
[ERTIES ENS) Gog GB 6 Go oo o 6 6 412 132 81 56 97 46 
Hardware) production Боро eee ne 1 743 227 591 548 275 102 
Чтапзроге repair, ShOpSie ss -))) eee но о 327 28 Af 36 145 91 
а es cs eee) ee cate 1 552 = 1212 143 233 290 264 282 
of which : 

Wood-working industries ......... 78 103 136 11 11 13 29 72 
Paper producing and printing ....... 165 287 128 15 15 31 32 35 
ОСЬ ао д ао ее 1051 ae 693 84 150 211 136 112 

Leather, fur, clothing and miscellaneous light 
INGUSELICS sate eee cae eT ke м cae 258 262 255 33 57 35 67 63 
Foodtindustry eu en cok ee eee te a: 1 383 ef 1091 189 184 141 276 301 
Building and construction industry ...... 864 3 023 1 800 400 500 400 400 100 

Sources : Five-year plan laws of 1949 and 1951, and information trans- 5 Including a reserve for contingencies of 6,304 million forints. 


mitted by the Hungarian Central Statistical Office. 

а Excluding investment in the building and construction industry itself, which 
was not shown separately in Tables 2 and 4 of the article on “ The Economy 
of Hungary 1950 to 1954”, Economic Bulletin for Europe, Vol. 7, No. 2. 


С Together with general engineering. 


TABLE 123 
Planned and actual gross fixed investment in agriculture in Hungary 
Millions of forints at prices of 1 July 1949 


Plan Plan 
published | published Actual 
in 1949 | in 1951 


a sw eee 


1950-1954 | 1950 1951 1952 1953 1954 
м— о 
Farm mechanization левые as, Sse В 4 000 3 500 2 294 | 506 418 368 372 630 
Plant production and irrigation. .... . 2 000 2 503 117 310 586 697 793 
Forestry ОО У 4 000 1 500 1122 111 196 207 282 326 
Livestock’ breeding») ne ee 4 000 3 343 216 462 875 869 921 


——— _ 


team MAM BSB ДВ ee 8 000 11 000 9 262 950 1 386 2 036 2 220 2 670 


Sources : Five-year plan laws of 1949 and 1951 and information transmitted by the Hungarian Central Statistical Office. 
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TABLE 124 


Planned and actual gross fixed investment in social (non-productive) capital in Hungary 


Millions of forints at prices of 1 July 1949 


Plan 


published published Actual 
in 1949 in 1951 
1950-1954 | 1950 1951 1952 1953 1954 
IOUSIID Я аа n= xc 3 924 465 630 683 1029 
Я ee eee ae 1117 
Town and village development. ........ 3130 be { 2013 249 273 326 631 534 
Educational and cultural establishments... . . 11904 260095; 2443 311 454 536 716 426 
of which : 
Schools and universities ......2.2.2.. 699 a 1 700 а 1 678 242 336 397 426 277 
@ther.culturalsinstitutions Те. ке. 124 657 520 39 81 98 198 104 
Ворона еее. м... м 166 ee 245 30 38 40 93 24 
Health establishments yet Pate alg en as 804 1 138 843 99 102 119 238 285 
Не ЗО О. м. a kw ews 276 350 657 41 43 50 288 235 
НОЕ зо as и ее Ч ОАО 7 200 а 10 58046 9880 1165 1502 1714 2902 2597 
_ Sources : Five-year plan laws of 1949 and 1951 and information trans- @ Excluding scientific research institutes, which appear not to be included 
mitted by the Hungarian Central Statistical Office. under this heading in the information on actual investments. 


5 Including an estimate for planned investment in sports grounds, etc. 


TABLE 125 


National income and fixed investment in Poland 


Billions of zlotys at 1950 prices 


1949 | 1950 1951 1952 1953 1954 19554 


Net output 5 of: 


INERT Eee? “Gye Ge, Get ee ea 29.5 32.8 31.0 30.1 32.8 34.3 35.6 
ор ре. NOM eed 29.5 38.4 48.2 57.0 60.9 65.3 72.8 
Building and construction#.4. .< . . . o% ... - 3.1 4.4 6.0 7.4 8.5 8.7 8.9 
Паро в РЕ. ча. . Зе 3.1 3.7 4.2 4.4 4.9 5.3 57 
irae о со ЕЕ 7.0 8.0 8.4 8.6 9.1 10.7 11.2 
уабона асов ee Se i zen 87.3 97.8 107.5 116.2 124.3 134.2 
Gross fixed investment ..........4.4.s.-+.-. 14.8 20.4 25.6 31.7 36.1 36.9 37.6 
Of which : 
PICAVVINGUSUY Cone, ocr ое 3.9 6.5 9.9 13.8 15.5 14.9 13.9 
Делон we ke а Ue cee oe Se eyed 1.1 1.6 1.6 27 3.1 1.8 1.3 
pe i ge ace ие ЗЕМ РЕ ООВ НЕВЕРНЫЕ ЕР 
О о ae a a MME eo ce tania as aie 5.0 8.1 11.5 16.5 18.6 16.7 15.2 
PRCTICUILULG Во, це о чо Ооо ter cele ae 1.26 1.8 2.1 2.4 2.9 3.9 5.4 
Обо в р оо ое 2.2 2.8 3.7 eve) 4.0 4.0 4.0 
НЕ Зе о а ея: 0.68 0.8 1.0 1.1 1.1 1.3 1.6 
eu ieee) io a a ee ea 0.94 1.4 2.6 3.0 3.7 4.5 4.6 
Schools, hospitals and public buildings ..... . 1.97 2.2 el 1.9 2.8 3.4 3.6 
Investment outside the plan ........... 2.8 3.3 2.0 2.9 3.0 3.1 3.2 
_ ммм Бё м ьнъыьЪь о 
Sources : See Appendix С. с Including output of handicrafts. 


d : #13: В : а try. 
Gi Bravisibaal estimates. Including the building and construction industry 


Ь Believed to be after deduction of fixed capital retired from use. 
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TABLE 126 
National income and fixed investment in Rumania 


Billions of pre-reform lei 


1949 1950 | 1951 1952 1953 1954 1955 


РЕ eee Se SU Peni ee ee ee ee eS Se 


At prices of 31 December 1948 
Net output ¢ of 


A gricultutesene tee inte cts moter sees arene 200 170 210 190 220 210 255 
Industry goa. cmcen ch cue aes К ВО © С 175 230 285 345 975 400 445 
Other branches of material production ...... 60 60 85 95 105 120 160 
National income:¢ a. - aceite ce coe tones eeu. ke Bre 435 460 580 630 700 730 860 
At prices of 1950 
INationaluincOme:a a. cas ee ose ее, at 790 * 1 020 * 1070* 1200 1 250 * 1 450 * 
Gross fixed investmentc. ........+.+++.-. 110 161 196 269 345 215 235 
of which : 
FASTICUICUTS со ем. = 11 12 16 524} Le 32 34 
Sources : See Appendix С. Ь Excluding handicrafts. 
@ Believed to be after deduction of fixed capital retired from use. с State investment only. 
TABLE 127 


Planned and actual gross fixed investment in industry in Rumania 
Billions of lei 


Pre-reform lei Post-reform lei 


1951 to 1955 | 1956 to 1960 
Plan Actual | Plan 
Allindustryan ger es И te ом ee 685 а 730 а 36.5 а 60.0 а 
of which: 
Coal teen. aca. ee eee 19 54 27 4.8 
Petroleum and natural gas ......... 136 206 10.3 15.3 
Electric) роет ae ee ee | 144 96 4.8 6.6 
Ferroussmetals о ee ee 83 74 37 Teh 
INon-ferrous metals ame nec eee 34 44 2.2 3.9 
НИХ со wre ор 64 62 3.1 PAT] 
Chemicals, cellulose, рарег......... 40 56 2.8 7.8 
Buildingimaterialsis-w meena ees 30 38 1.9 Pha 
Timber ce) oe ccc en ae ae ae 22 6 28 5 1.4 5 2.4 с 
Textiles, ready-made clothing and shoes . . . 68 18 0.9 
Other light industries ..........., 13 16 0.8 } ыы 
ооо у ее ee 32 38 1.9 РЯ 


a А: —=— 


Sources : See Appendix С. 5 Including the furniture industry. 
@ Excluding investment in the building and construction industry itself. For с Excluding the furniture industry. 
1951 to 1955 the plan for this industry was 26 and the actual investment 58 
billion old or 2.9 billion new lei, The 1956-60 Plan is 2.7 billion lei. 
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TABLE 128 
State fixed investment in the Soviet Union 


Billions of roubles 


Se en Se i ee 


1950 1951 1952 1953 1954 1955 1956 
: Prices 
Prices of 1 July 1950 of 1 July 
1955 
At constant prices 4 
Gross fixed investment by the State 
BENT, о, © Be сы Beane ИЕ oe 110 132 143 156 169 182 200 161 
ЕЕ О uit earn lec eri eee aes 110 123 137 142 163 173 
of which : 
CAVVEINURISITV в ео № мВ Е 61 71 84 80 90 98 121 97 
of which : 
SIEGE ICAO WED geet saeco > 6 8 10 11 13 15 
OAL И о. каг. и an ae il 14 15 Ko =? 
Eight/and food ад ще... .-. . . <=. . 6 6 7) 8 14 13 10 8 
of which: 
Manufactured consumer goods ....... Ks 2 3 3 6 
Е ре ee kak о ue = 4 4 5 8 ne a ot 
ANU THERESA? 2 ae ee Ree ee ence ea dears 67 77 91 88 105 110 131 104 
ОН сре ре ван ew 11 12 11 12 15 19 26 21 
Transport and communications ........ 15 15 16 18 195 21 27 2 
о оо ор creas В + Steers 1 1 1 1 2 22 16 
РЯ и в арм, ое ре 17 18 18 23 23 14 
Housing (included above)? ......... 13 16 17 19 26 25 28 22 
Aft current prices 
Gross fixed investment by the State 
ЕОс ee A Oe Cee ee ae 110е 128 126 136 147 145 158 
Е Re ORCL ie; Us Bronce, uh we es ee xo 110¢ 122 124 127 144 140f a 
Derived index of investment prices (July 1950 = 100) 100 99 91 89 88 80Ff 79 


с Dwellings built by local authorities; schools, hospitals and other socia 
capital; administrative buildings other than for industry, agriculture, 


Sources ; See Appendix С. 


Note. — Fixed investment includes increases in the stocks and work in transport and trade. 
progress of building organizations. Plan figs ии Ма. d@ Dwellings built by local authorities are included in “ other” investment: 
@ 1 July 1950 prices were used for building estimates and index numbers of those built by state industrial, agricultural and transport enterprises are 
the volume of construction from 1950 to 1955 inclusive; 1 July 1955 prices included in investment in industry, agriculture and transport. 
are to be used during 1956 to 1960. е Prices of 1 July 1950. 
Ь Railways—11.6 billion roubles; other transport and communications— Prices of 1 July 1955. 


7.0 billion roubles. 
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Appendix A — Note on investment and investment policies in Yugoslavia 
Appendix B — Supplementary statistics 


Appendix C — Notes on sources and methods 


г соком iow sepaptesied eo tol Ne Ax 


ы — 
7 


ов: al эн 


РЕ 


7 


® 


три 
— 
> ы 
й 


в —_ В 
и 
Я в 
o a) 
; > 
В '* 
ra ко 


№. 


* 
. > 

р 

a 

| 5 
it | 
* в 
* 
я 
о 

oe 

С ‘ 

ИВ 
№ 
в 
"hy 
A 
нь 
a 
в a 7 
р 
' № "5 


А 


Appendix A 


NOTE ON INVESTMENT AND INVESTMENT POLICIES IN YUGOSLAVIA 


Growth of investment and production 


The basic objective of investment policy in Yugo- 
slavia since the war has been—as in other under- 
developed countries—to break the vicious circle of a 
low per capita income and a low rate of capital forma- 
tion. The fact that the population is increasing fairly 
rapidly raises sharply the rate of saving and investment 
required to provide a growing per capita stock of 
capital and a growing per capita income. 


When the post-war development policies were 
planned, it was foreseen that it would not be possible 
to obtain enough capital from abroad to overcome the 
tendency towards stagnation without a marked rise 
in the rate of domestic saving. It seemed clear, there- 
fore, that a great effort would have to be made, involv- 
ing the acceptance of low standards of consumption 
for some years, to provide the means for longer-term 
expansion. Psychological and political conditions in the 
country after the war were favourable for an austerity 
policy, by which an unusually high rate of accumu- 
lation might be secured, and such a policy has been 
pursued by the Yugoslav authoritics. 


Gross fixed investment is estimated to have been 
raised to 28 per cent of gross national product in 1947 
and to as much as 36 per cent in 1949, while the actual 
volume of gross fixed investment rose by three- 
quarters and that of gross national product by one- 
third over these two years (Table A: 1). 

The next three years up to 1952 were a period of 
relative stagnation: total output showed no further 
expansion, and investment fell back sharply from the 
1949 level. This was due to a combination of reasons. 
In agriculture, the price policies pursued were not con- 
ducive to expansion and two drought years during this 
period resulted in exceptionally poor harvests. Trade, 
investment and industrial output were all severely 
affected by the economic blockade which followed the 
political break with the eastern European countries 
and lasted until fairly recently. In addition, greatly 
increased amounts were devoted to national defence: 
by 1952 almost one-fifth of total national output was 
absorbed by military outlays, not including direct 
military aid received from abroad. Another important 
cause of stagnation during this middle period was that 
the whole investment programme as developed in 


TABLE A: 1 


Population, production and investment in Yugoslavia, 
1947 to 1955 


Gross fixed 


Gross national 


Popula- : 

ton product о investment а 

at 1953 prices at 1953 prices 

Year 
Per capita Percentage 

Thousands| Billions in thous- Billions — 0 gross 

of dinars ands of of dinars _ national 

dinars product 
1947... | 15 640 756 48 209 28 
1948. | 15829 919 58 294 32 
1949... . | 16028 1001 62 364 36 
1950... | 16245 956 59 278 29 
95... 116479 1030 63 293 28 
1952: 1616729 936 56 272 29 
1953... 116991 1134 67 341 30 
О: 17267 1200 69 382 32 
ТЕ 17 557 1361 78 430 32 


wo tt 


Sources: National statistics and calculations by the secretariat (for 
details, see Appendix C). 


@ Including repairs and maintenance, 


earlier years had been laid out on a very broad scale, 
with too many large projects competing for resources 
and with a correspondingly long gestation period. 


Starting in 1953, and continuing up to the present, 
there came a renewed and vigorous expansion. This 
was attributable in part, it would appear, to the matur- 
ing of some of the big investment projects started in 
earlier years, and was to some extent facilitated by the 
cut in defence outlays and the allocation of additional 
resources to investment (Table A:2). During this 
period, gross fixed investment has risen by about 50 per 
cent in volume, while total output has risen by about 
one-third! Compared with 1947, investment has 
doubled, and the gross national product has risen by 
about 80 per cent. 

Output per capita has, of course, risen rather less, 
given the increase of almost 2 million, or 12 per cent, 
in population since 1947. Measured on this basis, 
output was, in fact, not much higher in 1952 than at 


Comparisons are between the years 1951 and 1955, since 
the figures for 1952 are affected by the bad harvest of that year. 
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TABLE A :2 
Allocation of resources in Yugoslavia, 1952 to 1954 


—— ar EE 


1952 1953 1954 


Billions of dinars 
at current prices 


Gross national product?. .. . 949 1134 1322 
Balance-of-payments deficit. . . 58 104 51 
ЕЙ ИК ововооб 1007 1238 1 373 
Allocated to: 
Gross fixed investment? .. . 273 341 417 
Defence fae ac ee 183 167 162 
Оо Spl 730 794 
Percentage of total 
resources 
Gross fixed investment? ... . 25} 28 30 
Defence. оао, са ee 18 13 12 
Ор te ances ts tee 55 59 58 


Source : National statistics. 
а Including repairs and maintenance. 


5 Including changes in stocks and work in progress. The estimate for 1954 
the only year for which a figure is available, is an increase of 15. 


the beginning of the period, but has since rapidly 
increased. It is more difficult to say how personal 
consumption has fared. It was undoubtedly severely 
restricted by the heavy burdens of investment and 
defence expenditure, which, ever since 1949, have 
together taken around 45 per cent of total output, 
though these burdens have been alleviated in part by 
foreign loans and other economic aid accounting each 
year for 5 per cent or more of total resources available. 
As far as can be gathered from Table A: 2, personal 
consumption has, however, taken a new leap during the 
past three years and, in absolute amount, seems to 
have absorbed a larger part of the increase in output 
than has investment.? Strangely enough, the further 
growth of consumption has coincided, in 1955, with a 
considerable decline in real wages, but this decline has 
been offset, and caused, by the continued extraordinary 
rise in the number of wage-earners outside agriculture 
—about 200,000 in each of the last two years, represent- 
ing an annual rate of growth of more than 10 per cent 4 
—and by a shift in the distribution of real income in 


* No firm conclusions regarding the behaviour of consump- 
tion can, of course, be drawn from the “ other ” item in Table A :2 
since it also includes government civil expenditure, as well as 
changes in stocks and work in progress. 


3 Real wages declined by 7-8 per cent from the second quarter 
of 1954 to the second quarter of 1955; see Table A: 4 below. 


* This increase is now adjudged to have been unduly rapid, 
and present policy is directed, for the time being, towards a 
compression of urban employment with the double aim of secur- 
ing a compensating rise of labour productivity in industry and 
of returning redundant manpower to agriculture. 


favour of agriculture. Farm prices have risen so much 
more than others that price rises more than counter- 
balanced the effects on farm incomes of the decline 
in quantities sold. 


Investment priorities 


The overriding importance attached, especially until 
the last year or so, to the development of industry, 
mining, power and transportation is apparent from the 
data in Table A:3 on the allocation of investment. In 
particular, investment policy has been largely con- 
centrated on major projects considered to be of key 
importance for the general development of the eco- 
nomy, including those in the metallurgical and 
engineering industries, oil production and processing, 
and the development of hydro-electric power and 
other energy resources. 


Further light is thrown on the concentration of 
investment on major projects by data on the number 
of industrial establishments classified by size of labour 
force. Thus, the whole of the industrial labour force 
of about 720,000 people is employed in some 2,500 
establishments averaging nearly 300 workers per estab- 
lishment. More than 50 per cent of this labour force 
is employed in establishments with more than five 
hundred workers each, and roughly one-third is in 
establishments with more than one thousand workers. 


Compared with the priorities given to heavy indus- 
try, relatively limited investment resources have been 
devoted to the consumer goods branches, such as 
textiles and food processing, which were comparatively 


TABLE A: 3 


Distribution of new fixed investment ¢ in Yugoslavia 
by the main branches of activity, 1952 to 1955 


Percentages of total 


1952 1953 1954 1955 


Manufacturing and mining . . 55 45 38 34 
Building and construction industry 3 5 5 4 
Electric’ powers, se eee 16 16 14 12 
Agricultures Е 5 5 65 96 
Forestry 4 ее eee 1 1 1 1 
таро ae. acute cee terse 11 11 10 12 
тает 1 4 4 4 
о о о вх 8 13 22 24 


rr 


Sources ; National statistics and information supplied by the Govern- 
ment of Yugoslavia. 


а Gross fixed investment minus fixed capital retired from use and expenditure 
on repairs and maintenance. 


Ь Investment financed out of private resources is not included. If it were, the 


и He these years would be increased to something near one-fifth of 
е total. 


с New housing, social and health services, administration, etc. 
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well developed before the war and were then operating 
considerably below full capacity. Over much of the 
post-war period, agriculture was also given a relatively 
low priority. But, as may be seen from Table A: 3, 
investment in agriculture has more recently begun to 
take a larger share of the total, while housing and other 
forms of social investment, relatively neglected in 
earlier years, are also being assigned an increasing 
importance. 

These recent trends appear to foreshadow further 
modifications in investment priorities in the direction 
of increased emphasis on the improvement of the 
light industries, as well as of agriculture and housing. 
The principles of present investment policy may be 
summarized as follows on the basis of recent official 
announcements: 5 


(a) To finish the big investment projects already 
initiated, but to refrain, for the present, from 
embarking upon new schemes of this type except 
in a very few special circumstances, and only when 
additional external credits and grants are assured; 


(b) To repair and reconstruct older plants, espe- 
cially in the light industries, where investment is 
considered to be cheap and quick yielding; 


(c) To increase investment in agriculture and 
housing; 

(d) To fill the gaps left in the industrial structure 
by the previous concentration on key projects: this 
applies particularly to the metal-working industries, 
where big units of basic production have been 
established, but a great variety of supplementary 
investment is considered necessary to give the 
engineering industry a more balanced character. 


It should be borne in mind that as the big invest- 
ment projects already started at present account for 
a considerable part of total investment and are likely 
to do so for another year or more, the shift in emphasis 
to quick-yielding projects will necessarily take some 
time to bring about. 


Over-all balance and the problem of inflation 

When per capita income is low, a high rate of 
capital formation implies the need for effective means 
of restraining the growth of consumption. In Yugo- 
slavia the authorities have sought in recent years to 
achieve this restraint by regulating the flow of money 
incomes rather than by the use of detailed direct 
controls. Neither the production nor, with the last 
of the exceptions now ended, the prices of consumer 
goods are centrally determined: both are, in principle, 
free to move in response to market forces. The same 
is also largely true of producer goods. 


5 Politika, 2 October and 28 November 1955. 


The limitation of consumer buying power among 
industrial workers is achieved by the regulation of 
wage rates and indirect taxes so that, in principle, 
real incomes expand only at a rate corresponding to 
the planned rise of consumption in the non-apricultural 
sector.® The position is more complicated in agricul- 
ture, which consists predominantly of small-scale 
private enterprises with far more manpower but much 
lower real incomes per head than in industry. The 
level of real incomes in agriculture is now chiefly 
influenced by direct taxation, and by indirect taxes 
on manufactured consumer goods. Until recently, 
prices paid to farmers continued to be influenced, 
after the general abolition of price controls and ration- 
ing in 1952, by the low levels set by the State for retail 
prices of three important items—bread, sugar and lard 
—but these controls, which had necessitated substantial 
imports, were also dropped in the middle of 1955.7 


Reliance on such general means of restraining 
consumption at high levels of investment makes it 
necessary, if inflation is to be avoided, that investment 
should not become excessive in relation to the supply 
of consumer goods, on the one hand, and the policies 
pursued with respect to wage incomes and taxation, on 
the other. Otherwise, in the absence of detailed central 
planning of output in both the consumer-goods and 
the producer-goods sectors, there is competition for 
resources which may lead to higher output, but 
also to price increases that may become cumulative. 
The chief controls on investment, however, are also 
of a general financial character: there is no attempt 
to plan and control the details of an investment pro- 
gramme nor, except for key projects, to go much 
beyond the setting of an over-all target sub-divided by 
main sectors or branches. Indeed, it may be said that 
the Yugoslav authorities have in recent years under- 


< A proposal now under discussion is to revise the wages 


system with a view to stimulating increases in productivity, so 
that it will be more closely geared, partly through the widespread 
introduction of piece-rates, to output per individual worker. 


7 The State continues to exercise some direct influence over 
farm prices, first through the operations of the State buying 
agencies for products to supply the retail network, the pro- 
cessing industries, and the export market, and, second, through 
the recently introduced system of contractual deliveries at prices 
negotiated in advance, in return for the right of the peasants to 
buy heavily subsidized fertilizers, seeds and farm machinery and 
implements. The extent of this influence is, however, difficult 
to assess. The State buying agencies do not constitute a single 
monopoly, but rather, despite recent attempts to co-ordinate 
their policies through “ agreed prices”, tend to compete with 
one another in meeting their requirements. They are, in fact, 
supposed thereby to have been partly responsible for the con- 
siderable rise in farm prices in 1955 which is shown in Table A: 4. 
The contractual delivery system, moreover, is still only partially 
applied, chiefly in more advanced farming areas where the 
peasants are alert to the advantages of fertilizers and of better 
seeds and tools. Finally, the peasant always has the alternative 
of selling at least a part of his output locally on the free market. 


TABLE A : 4 
Price movements in Yugoslavia, 1953 to 1955 
1952 = 100 


Prices paid to farmers : 
Animaleproducts 4 en) ae 119 155 158) = 157 
Other agricultural products . 94 87 105 108¢ 


Prices of investment goods : 
ДЕТ! 099 6 о ооваб 98 101 106 107 
Electrical equipment . ... | 106 103 105 106 
Construction material ... | 100 111 118 119 


Retailoprices, вые are Ва 110 108 121 124 


Costiof@livingyaeuee ete & 105 103 117 3120 
Moneyewares! is cnt cas 100 107 1156 
Realwages meni oie ees 95 103 96 5 


Sources : National statistics. 
а Including consumers durable goods. 


b Estimates for 1955 based on the comparison of the second quarter of 1955 
with the corresponding quarter of the previous year. 


с November. 


taken the task of developing, in a socialist economy 
operating within the framework of a rather broad and 
general plan, a system responsive to market forces 
and profit expectations with a considerable degree 
of decentralization of responsibility for investment 
decisions, as well as for day-to-day management. 

While high rates of investment and income growth 
have in fact been maintained, considerable inflationary 
strain on the economy has developed and has recently 
given rise to new measures designed to make financial 
controls more effective. The strain is evident in the 
rise of prices during recent years, and especially 
during 1955, as shown in Table A: 4. 

Part of the explanation of these price increases lies 
in forces which would in any event be difficult to 
control or counteract—that is, the severe droughts 
and bad harvests of 1952 and 1954, reflected in the 
rise in food prices and cost of living in the following 
year in each case. The raising of the retail prices fixed 
for bread, sugar and lard jin the summer of 1955 was, 
moreover, not just the result of current inflationary 
pressure, but rather a deliberate readjustment designed 
to stimulate farm production (as was quickly achieved 
in the case of lard 8) with necessary consequences in 
the form of increased urban living costs and a redistri- 
bution of real income in favour of the farmer. 


* There have also been recent marked increases in output of 
other animal products, especially poultry and eggs. 
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A further, and quite different, cause of price in- 
creases in the consumer-goods sector lies in the pre- 
viously noted fact that workers have been drawn from 
the low-income sector, agriculture, into industry and 
other higher-paid sectors at a faster rate than was 
expected, with the result that total wage incomes have 
risen more than would have been consistent with the 
planned level of consumption and price stability. 
Given their relatively large families and the generous 
system of family allowances, the newly recruited 
workers from the countryside probably tend to earn 
more, at comparable levels of skill, than those already 
employed in industry and other non-agricultural 
occupations. 


Inflationary tendencies provoked by an unduly 
rapid expansion of non-agricultural employment and 
incomes have, of course, their more basic cause in the 
consistent excess of actual investment over the annual 
targets in the last few years.? The effects are visible 
not only in consumer goods prices, but also in those 
of investment goods, especially construction materials. 
The reasons for the difficulties in keeping investment 
within the prescribed limits appear to lie, in consider- 
able part, in the decentralization of investment activity 
and in the inadequacy, at least until very recently, of 
financial controls. 


The decentralization of investment decisions 


Expressed quite generally, funds for investment (as 
well as defence and communal services) come from 
the profits of enterprises, in the sense of the gross 
margin between production costs and selling prices 
to the ultimate consumer, this margin being accounted 
for by taxes, other charges on capital, participation 
by the State in profits, and profits retained by enter- 
prises for reinvestment. In this very broad sense the 
source of finance is like that described in Chapter 7 
with respect to the Soviet Union. The principles and 
methods applied in the routeing of investment funds 
are, however, significantly different. In the Soviet 
Union there is no fixed charge on capital supplied to 
enterprises: the amount of profit to be paid to the 
State, as well as the amount of capital supplied by 
the State, is instead centrally planned and established 
for each separate enterprise. By contrast, the Yugoslav 
system shows several distinctive features which may 
be considered in the light of the data on channels of 
financing in Table А: 5. 


° Investment targets and results expressed in comparable 
prices have not been announced; but a rough allowance for 
price changes applied to the available figures suggests that the 
excess in recent years may have been as much as one-quarter, 
or even more. 
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TABLE A: 5 
Channels for finance of investment in Yugoslavia, 1952 to 1955 ° 


Billions of dinars and percentages 


1952 


Percentage 
of total 


Investment funds ¢ 
Budget grants 4 
Selftinance ее ii 3-4 
Amortization funds 


Source : National statistics. 


а Excluding finance provided out of private resources. 
Ь January to November, annual rate. 


First of all, there is a regular tax!° on the total 
stock of fixed capital held by each enterprise. The 
rate varies between different sectors of the economy, 
and may, in very exceptional cases, be waived alto- 
gether. The normal rate of tax, as laid down in the 
1955 plan, is 6 per cent; but a fairly wide range of 
sectors are subject to rates of only 1 or 2 per cent. 


Enterprises producing building materials, printing 


works and enterprises in the film industry are among 
those paying only 1 per cent: electric power plants, 
oil refineries, coking plants, steel works, shipyards 
and a number of food-processing industries are among 
those paying a rate of 2 per cent. 

Secondly, a sharp distinction is made between 
outright budget grants fcr the subsidization of invest- 
ment and other financing supplied in the form of 
loans from the Central Investment Fund (or the cor- 
responding investments funds of the republics and 
municipalities) on which interest and amortization 
must be paid. Thus, grants out of the federal budget 
(together with those from the budgets of the republics 
and municipalities) may be used to finance invest- 
ment on which no direct return is expected, such as 
railway or highway construction, or to establish 
enterprises in backward regions lacking in external 
economies, or, as happened on a large scale in 1954, 
to finance the completion of projects for which other 
means of financing have been exhausted. Loans 
extended by the Central Investment Fund, on the 
other hand, are expected to yield a return; and pay- 
ments of interest and principal, together with the 
charges levied on all fixed capital mentioned above, 
constitute the principle resources of this fund. The 
Central Investment Fund can thus be thought of as 
a kind of holding company engaging in self-finance 
on a vast scale. 


10 This is regarded as an interest payment on the fixed capital 
at the disposal of enterprises. 


1953 1954 19556 
Р. t 
ae Sper pgp НИКО 
166 47.0 
19 6.0 
65 18.0 
104 29.0 


с Central Investment Fund and corresponding funds of the republics and 
municipalities. 


4 Budget grants by Federal Government, republics and municipalities. 


Finally, the principle of competitive bidding is 
followed in the granting of credits from the Central 
Investment Fund for specific projects. On the basis 
of the broad allocation of investment funds by sectors 
in the annual economic plan, together with more 
specific objectives set in the plan itself or determined 
by the central administrative authorities, the Central 
Investment Fund advertises that it is open to receive 
bids for credits for investment purposes within parti- 
cular sectors or branches. Municipalities, enter- 
prises or co-operative groups may then submit tenders 
for projects covered by the competition. Substance is 
given to this possibility by the so-called “ projectant 
bureaux ”, which serve as consulting engineers and 
economists and provide technical aid, on a commercial 
basis, in the preparation of specific projects. In 
addition to other usual criteria, the rate of interest 
appears to be given increasing weight in the allocation 
of credits. Except where special provision is made for 
particular projects, the allocation of the credit avail- 
able to finance fixed investment within a particular 
sector is determined by the bids, in terms of finance 
required and rate of interest offered, submitted by the 
eligible enterprises. Rates of interest may therefore 
vary both as between sectors and within sectors, 
where, in general, the available credit goes to the 
highest bidders.12 Working capital appears to be 
available at fixed rates, with a surcharge for amounts 
in excess of “normal” requirements. Varying 


11 The same principle is followed in the granting of credits 
from the investment funds of the republics. 


12 Tn 1954, rates charged on credits to the agricultural sector 
(including loans to individual farmers) ranged as widely as 1 to 
5 per cent; in industry, transport and the provision of services 
generally, rates were 2 to 3 per cent; credits for housing were 
available at rates from 1 to 2 per cent. 

13 Tn 1954, “normal” rates were 2 per cent for agriculture 
and 514 per cent for other activities: “excess” rates ranged 
from 214 to 714 per cent. 
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amortization periods for long-term credits are fixed 
for different industries and types of investment.'* 


Thus, the aim in Yugoslavia has been to stimulate 
local initiative in the formulation and execution of 
investment plans, while endeavouring to maintain 
discipline and efficiency in the use of capital by the 
general tax levied on all fixed capital, as well as by 
the charges paid on borrowed funds. A fairly large 
part, roughly one-half, of total investment is, however, 
centrally determined both in magnitude and by broad 
categories. This includes projects financed by grants 
out of the federal budget and by loans and credits 
from the Central Investment Fund. There is less 
central control over the investment funds and budget 
grants of the republics and municipalities, and also 
less direct control over the use of the retained profits 
and amortization funds of enterprises. In principle, 
the magnitude of these resources can be fairly clearly 
foreseen, and rules can be devised for restricting their 
use to limits consistent with the over-all economic 
plan. In fact, considerable difficulty seems to have 
been encountered in controlling the magnitude of 
investment by the municipalities and in preventing the 
use of enterprises’ amortization funds beyond the 
amounts currently required for repairs and replace- 
ments. These are considered to have been the chief 
sources of excess investment, compared with the plan, 
in recent years, though the central authorities them- 
selves are not exempt from pressures to undertake 
investment projects going beyond their own targets. 


Strengthening of financial controls 


With a view to keeping investment from exceeding 
the planned level, and to arresting the inflationary 
development already under way, the Yugoslav Govern- 
ment at the beginning of 1955 took the unusual step 
of cancelling outright 27 billion dinars of liquid 
reserves accumulated in one form or another by 
enterprises and by municipalities and republics. In 
addition, compulsory reserves had to be set up equal 
to 6 per cent of all the revenues at the disposal of 
enterprises and other bodies, including the Federal 
Government itself. 


Though these measures were regarded at the time 
as very drastic, and encountered strong opposition 
from those whose investment plans were adversely 


4 E.g., 10 years for credits to buy tractors; 30 years for loans 
to shipyards, metal-working and mining industries and coking 
plants; 25 years for cement works, the chemical, fertilizer and 
agricultural machinery industries, potteries and glassworks and 
oil-refineries; 15 years for a variety of miscellaneous industries 
and enterprises. 


affected, they did not suffice to keep investment during 
1955 from expanding further and again exceeding the 
planned level. Later in the year a number of additional 
measures were taken to restrict access to credit and 
to tighten controls over the use of amortization funds 
of enterprises. Thus, taxation of profits by the State 
was increased; enterprises and other bodies were 
required, before being authorized to obtain credit, to 
make a deposit of 30 per cent of the cost of their 
investment projects; and building licences were not 
to be issued until the necessary means for financing 
projects were assured. 


Discussion has recently focused on proposals 
designed to keep the very large and rapidly growing 
investment activities of the municipalities within pre- 
scribed limits. Hitherto, these activities seem to have 
had a doubly inflationary impact: by sharing—on a 
percentage basis—in the profits of local enterprises, 
the municipalities have had a vested interest in rising 
selling prices as a way of enlarging their own resources 
for investment. The step now contemplated in the 
draft plan for 1956, and already put into effect for 
the first quarter, would limit their participation in 
profits and would substitute for a part of this income, 
by exchange with the republics, tax revenues not 
subject to the same expansionist influence. 


To sum up, the high rates of capital formation 
achieved during the last several years of rapid growth 
may well have had the effect of transferring more 
resources from consumption to investment than might 
have been possible by less inflationary methods of 
financing. Now, however, the point seems to have 
been reached where further inflation is regarded as a 
serious threat to the observance of the new investment 
priorities laid down and to the orderly functioning 
of an economic system still in process of evolution. 
The adverse effects of inflation are especially evident, 
for instance, in the foreign exchange sector, where, 
because of the differential which has developed be- 
tween domestic and foreign price levels and the excess 
demand for imports, the principle of open competitive 
bidding by enterprises for foreign exchange has had 
to give way, at least for the time being, to a complicated 
system of multiple rates and allocations depending 
upon the essentiality of the imports demanded. The 
problem to which the stronger financial controls now 
being worked out are addressed is therefore to ensure 
a high and generally rising volume of investment but, 
at the same time, to hold investment within limits that 
can be financed without serious inflationary con- 
sequences. 


Appendix B 
SUPPLEMENTARY STATISTICS 
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TasLe П — Index numbers of unit values for total imports and exports 
1950 = 100 
plete. OTM e 22 wey wee (ee) ee eee eee 2 eee 
1953 1954 1955 
ype ee ee 
Country Е Е eae aaa Ist 2nd 3rd 4th Ist 2nd 3rd 
index а а dtr, а паб. qtr. qtr. qtr. qtr. | ам. qtr. gtr. 
MEPS 18 119 120 | 122 121 120 
United Kingdom Colas) ОЕ 12 e he uy т о о ма 
Ibrance!is, wera & = 5 A 129 127 115 114 116 114 104 105 104 
ЕО 95 6 a 6 as A 123 121 107 102 109 110 106 102 ne ve a es 111° 410 eam 
тир «| A | af | az | us | №0 | 16 12 an м te Le | ae 
Te eee lies 117* 116* 114* 109*| 114 115 113 114-| 115 115 116 
Ac i tosh anal irae A | ioe | a4 | 09 | 99 | 127 115 98 95 | 97 91 89 119 | 119 120 
SSCL, oy ЕВ, Pg ate Wea т 121 118. 112. 4184. 116.120 119 п 
о ав В а AP eaan iaeee 8 110.) 119 .120) 5114. 113° | Ша 16 ae 
ке ов В 120 121 114 117 т И 
| 115 114 112 111 | 110 108 109 108 | 112 109 112 
Denmarke cee ee A 127; 125 113 109 
22 126124 1 21120 12277 (22a eed 1211 9121) 920 
S WEG Reh yi caoske Ane С 128 134 122 1 A os 103! 106 110 109 110 
AR Ae i See hand Ge Se eae ey 100 | ibe а | igh oe ae nent 
Пе о oc ces Pan A 140 133 122 11 
aes Germany eek Gs oe A 127 121 106 102 111 107 104 102 100 101 104 102 103 106 108 
А о ны А 143 148 160 153 147 161 165 165 161 № 156. 2153 0 247, 152, 152 46 
Total of countries listed 
(plus Ireland)? .... 127 125 114 111 118 115 eset 1 ть Е 1135 113 а 
Ч Е о осо D 126 119 114 117 114 114 114 114 114 118 118 117 117 115 (10 
Exports 
i i С 118 124 119 118 Ни Ч СВ Е 118 HS eis Salis 118 119 12] 
Е а А 116 126 118 112 1205120 И ИБ УД =- ТЕТЕ О 109 114 113 
зоо ср ae 
6 с 5 og oe ot A 119 121 107 102 115 113 100 101 102 103 100 102 102 100 к 
Belgium-Luxembourg A 135 134 112 106 11 Oe Ze 1 Oe LOS 108 106 104 104 106 109 10 
ИДЯ! о 5 ооо В 110 110 107 106 108 107 107 1071 101 100 100 99 100 98 97 
ПЕ, ооо о Е В 120 i 107 111 TOSSES 11028105 * Полет 12 OO 10 110 110 108 
ра yo bee yl COO me A 106 106 98 93 93 104 99 94 oO? 92 96 93 oe ss 
Pottucal о о ыы В 128 131 119 121 125 119 111918 118 2121 2122 122 12 №. 
У О о о oR os coe В 124 106 106 109 101 100 104 108 107 107 115 109 110 13 10 
Е оо А 112 118 112 112 пы 110м 1 ЦЕ 111 110 110 114 112 110 109 
БП о. С 156 153 134 132 136% 135 1133 132 133 132 1328130 134 134 136 
МОБИ Я, богов А 136 133 118 119 118 119 118 117 118 116 123 121 123 125 2 
а А 192 179 142 146 123 НЕ 158 139 126 142 156 146 133 151 15 
Western Germany. ... A 122 131 123 118 12612422 121 120 1d Set Se 117) 119 119 120 
Аа tt ae A 134 151 137 136 123 141 143 139 133. 13310137035 137 141 138 
Total of countries listed | 
(plus Ireland)? .... 123 127 118 115 1215120 ИИ 115 116 115 115 116 116 oti 
ОО И оборо D 115 114 113 112 114 113 11309 113 113 11133 5111112 112 113 113 
a ee РАС ee ee фа о 
Terms of trade е 
United Kingdom A 109 101 92 93 95 921492 ith 91 93 93 95 97 94 94 
TanCe oe reer ase oa, A 111 101 98 101 97 96 99 98 100 101 102 102 101 98 101 
ЕВ сора А. 104 100 100 100 95 97 106 102 99 101 101 99 102 104 aa 
Belgium-Luxembourg A 93 91 102 104 97 100 100 100 103 105 107 105 104 101 101 
Simredewl 4 5 5 eo 4 B 110 107 102 102 105.15 104. 102) Пи 212 = 1132 S113 3 112, 113 Sigs 
и.о. В 109 112 107 103 107* 106* 109* 105*| 102 103 104 103 105 105 107 
ра А 100 117 111 106 136 111 991101 ЦИ 3 с п 133 121 od 
Е о ро В 91 92 100 97 97 100 94 100 98 м 8] 96 95 96 
а о, eee А 92 97 104 111 105 101 100 99 Woe НИ alee ay 94 . 89 1997 
реак Me oi: A 113 105 100 97 100 101 101 98 99 98 99 95 100 99 102 
Ре Че prs up, sao С 82 87 92 93 93 92 91 91 92 93 93 93 90 90 88 
Е о 1 олово А 88 90 95 89 9995 91 95 91 93 86 88 89 87 86 
О о A eee. ee A 73 74 86 81 105 87 80 85 998184. 176 a76 88 76 Г 
Western Оегтапу. ... А 104 92 86 86 88 86 86 84 84 85 88 87 87 89 90 
ЕН пад о an А 107 98 116 113 ИС 115) Бе ШО 121 4113 6110 11 107 106 
Я ОЗ о ово бе D 110 104 100 104 100 101 101 100 101 105 106 105 104 102 102 


Sources and methods : See Appendix С. 


2 А = unit value index with moving current weights. 
= unit value index with fixed weights. 


В = 
С = unit value index with moving anterior weights. 
D= 


unit value index with moving crossed weights. 


6 Excluding non-monetary gold. 
с Excluding trade in ships. 


This index has been derived from current values given in Table VI and 
volume index of sixteen countries (including Ireland) given in Table IV. 
The ratio of the import price index to the export index. An increase in the 


index indicates a deterioration in the terms of trade. 
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TABLE III 
Index numbers of import and export unit values for major commodity groups 
1950 = 100 
А eg eee 
Commodity Type 1953 1954 1955 
group Country ‘ of 1951 1952 1953 1954 
index a Ist 2nd 3rd 4th Ist 2nd 3rd 4th Ist 2nd 3rd 
qtr. qtr. qtr. qtr. qtr. qtr. qtr. gtr. qtr. qtr. qtr. 
Imports 
United Kingdom Cc PIA R120 IGS ОО И Gael 145 Sie 1 O20) 1224 12016 
м France ет". А И Пе бо ШО дЬ ПЗ п | ПЗ т м |109 5 OD) 
Food, drink Switzerland . . B 114 112 106 107 | 108 107 104 105 |x109 116 117 110 | 109 106 107 
and tobacco italy we. Rye. B 105 110 109 107 oe BA on .. | 104 105 109 110 | 109 106 103 
Western Germany A 112 110 100 98 | 100 102 100 98 96 97 101 98 95 5397598 
United States . . D 1131128 112% 126110 12) 1141131117130 1306128122 al See 09 
United Kingdom С 1518113981208 11514125 8119.17 5161148115 164116, 118 1020 
France 4 ae A 139 134 ЗИ 119 61 1 О ЗО 36 
Raw Switzerland . . . B 134 8128011508 11041206116 113 1131114108110 О 3 
materials Тау #5 B Ne 147 el il 125, ae Ae Bt an |) 1294123122 3123111252128 
Western Germany A 146°) 13541112108 1117 112 111 1071 1058406) 110 1101 11 je 122 
United States .. D 147 121 110 107 | 111 109 110 108 | 108 106 106 107 | 110 111 
United Kingdom С 133 ТЗ 1285122 31 132 9128127 1243 1208122 3122 5124 | lS ee Slo: 
Етапее ев. А LUG PLO M27 19S 131235 143 1361 12589 112218 |108. 512281227 
Manufactures Switzerland... B 115 114 110 108 | 112 110 109 107 1109 108 106 107 | 107 108 107 
ау и. В 2384126881120 (119 oa ae i Pere 11881215119 119 1122812588123 
Western Germany A 115 611038102 Sy | ily KEY 10963195 98 96 92 94 OT im 969 195 
United States . . D 122 123 11835 116 11956118 117.117 Ol 16 Ge ATO e116 ye fh 
Exports 
United Kingdom A 12a 22 LL 961 1428112110110] Хх 97 oO 8896 98 98 98 
Chemical Вале”... А 116 106 96 92 5 36 С 95 95) 95585) 92 89 92.92 
products Switzerland... A 101 105 100 105 | 104 98 97 102 1102 98 106 105 | 101 997 
Western Germany A 120 103 98 98 OOF 19319698 1100898 31978898 99 97 96 
United Kingdom С 130 6812208110 1111 110 109. 109 11013 72. ВТО ЕЕ 
‘Textile France =. ee: A 125 117 107 105 | 110 106 107 107 | 107 105 104 104 | 103 105 104 
goods Switzerland... A №27 107 110 1109 106105 LIOR 118 7 O13 S12 ee 
Western Germany A 127" 121 107 107 | 112 106 105 106 | 110° 108 106106 109 бт 
United Kingdom С МЕ 1122221122423 1121 122 120 12221 122 123% |232 
Finished ига. ses A 112130) 1301328 128 133) 134 8137 1348134 81303134 | 29233885 
engineering Switzerland .. . A 98 97 98 96 901989598 т 99497 97.) 95 Оби 
products Swedeni> =). |. © 10 126°" 1319 912671) 130 137. 13012913018 1318126 120)81208125 
Western Germany A 116 1131 136") 136 18137) 134) 134137 | 1388137 1136 8134113701378 135 
United Kingdom С 116 и О О Se ПВ | 1 п ПВ | лю м 
TANCE es ee vos A 16 Зе 24 124124 25 52 125125123 8123122080330 
Belgium-Luxemb. A 133 131 112 105 | 116 111 109 106 | 109 106 104 104 | 107 109 110 
All Switzerland . .. В 108 110 107 107 | 108 106 107 108 х100 99 99 98 9881978856 
manufactures talyee os 0% «sure в B 1256 1195 105—109 ie 5 An .. | 110° 109 107 1091 107. 106 105 
Sweden. ме.“ С 136 1391. 127122 46120.4129 1260 124 124322 123218 2629 
Western Germany A roll 130 123—182 123-122 122-208 kes) ad 
United States . D А 114 1131413. 1140 114113412 Sel Aes 116 


Ee 


; dix С. А = unit value index with moving current weights. 
ee eee ee B = unit value index with fixed weights. м 
i i ies i С = unit value index with moving anterior weights. 
‘OTE. — Owing to the large discrepancies in the type and coverage of the i i i i : 
| Se group edness inter-country comparisons should be made with D = unit value index with moving crossed weights. 


caution. b Excluding non-monetary gold. 
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TABLE IV 
Index numbers of volume for total imports and exports 
1950 = 100 


1954 | 1955 


ist 2nd 3rd 
qtr. qtr. qtr. 


1950 1953 


Country Millions | 1951 1952 1953 1954 id and BP ora ack 
of dollars2 qtr. qtr. qtr. ам. 


Ist 2nd 3rd 4th 
qtr. qtr. qtr. qtr. 


Imports 


United Kingdom 5. 7 066 113 102 111 112 104* 115* 111* 113*| 111 112 111 113 | 128 117 127 
Ireland: ее 441 105 88 99 96 97 95 92 111 103 95 90 98| 112 100 96 
Ifance:c)., ats ee nae 3 028 Пе пм ПР м 119 116 102 11 1232 128 112% 123.135 14424 
Netherlands .... 2052 102 91 108 136 99 101 110 124| 127 123 139 155 | 148 144 153 
Belgium-Luxembourg’ 1 950 105 104 109 120 101 102 106 113 115 117. 116° 1189) 7127 120.424 
Switzerland. .... 1 049 118 104 108 124 98 107 107 120Xx 109 118 121 136] 129 138 135 
italy eases te. b her 1 446 115 127 138 141 140* 140* 126* 145*| 152 147 126. 143 |146 1608150 
брата вони: 390 93 107 130 15 108 107 139 165 147 1671 159. 12912129 ae 
Portugal. бе а в 273 96 100 102 107 91 89 102 124 90 101 105 1311 107 11 = 
иго о 286 120 166 164 162 141 158 162 196 | 142 225 128 152: 157 1989 
ИЕ бое 852 94 91 104 126 104 94 104 114 | 10 130127 136 |125 1228120 
Sweden ое: 1179 118 110 110 124 102 109 103 124 | 115 121 120 141 139" ПЕ И 
Моглау о 674 110 106 116 133 119115 103 1271 125 19-127 1531 148 1403 
inlandigeeese 388 126 156 114 147 99. 123—110 1251 109 138) 156 187 129 11923152 
Western Germany. . 2 704 102 118 133 167 121 126 131 155 | 144 160 163 201 188 195 205 
ДИЗ, dei о eee 431 104 99 90 119 88 94 80 97 96 105 112 160 | 153 153 164 
Total of countries 

ПО оо с 24 209 109 107 115 12 109 114 111 123 121 127 124 137| 139 139 140 
United ел... 8 744 99 103 108 101 111 114 107 1031 102 107 94 98| 107 110 11 

Exports 
United Kingdom z . 6 080 99 92 94 99 91* 92* 93* 102* 99 99 98 98| 110 96 106 
Ireland. оо ое 197 99 120 135 137 1237 125 149 142 | 124 113. 151 159. 135 10121 
Brance;ce oo 3 028 116 100 105 122 103 109 90 119] 116 120 113 139] 139 139 123 
Netherlands .... 1 383 119 126 143 169 128 127 153 167| 161 156 168 190 | 180 180 ee, 
Belgium-Luxembourg 1 644 117 110 120 131 108 116 114 124] 117 125 119 142] 145 136 127 
Switzerland. .... 904 120 120 134 136 126 128 134 145% 124 128 136 156] 136 146 147 
Ltaly ee wen sree so 1 193 115 103 109 118 97*2105* 9113" 123") 116, 1138121 124 lig ВО 
Spain. gra cok 405 113 100 114 112 126 110 84 135) 125 115 85 1122129. 613 
РЕ о въ 185 116 101 104 126 86 94 99 136 | 110 116 119 158} 115 134 ee 
LUPKCY gets ee в 263 101 122 148 140 151 144 97 181 157 135 93 113 1121 84 82 
ИЕ бо 658 113 108 120 130 117. 014 117 1331 123 132-4128 338 1283814085383 
Swedenia т. 1 103 104 93 101 110 83 98 106 116 89 114 111 125 102 114 18 
Norwayf# ..... 373 106 102 106 120 107 99 105 116] 118 126 112 124] 129 118 124 
Finland? ..... 354 125 110 116 134 90 112 128 133 97 136 156 147| 103 147 178 
Western Germany. . 1 981 143 154 180 223 151 174 180 217} 197 209 227 258 | 237 248 251 
Austria. с: <-8 305 109 108 146 176 127 131 152 169 | 164 173 177 192] 178 188 202 
Total of countries А Гы ae rem es 

listed aise, eee 2, 20 056 113 108 117 130 108 113 14 9132) 123) 127 127 91437) 139) 38 so 
United Statesz... 10 141 128 130 136 132 134 147 132 133 | 118 150 126 134] 131 135 130 

Sources and methods : See Appendix С. е Including imports under the foreign aid programme. 

а Values c.i.f. for imports (f.0.b. for the United States) and f.o.b. for exports. Л Imports for consumption. 
6 Retained imports. 8 Domestic exports. 
¢ Excluding non-monetary gold. A Excluding ships. 


d For comparability with other countries, the seasona! adjustment in the 
diesen rene index has been eliminated. Exports for war reparations 
are exclu 
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TABLE V 


Index numbers of volume of imports and exports for major commodity groups 
1950 = 100 


1953 1954 1955 


-ommodity 
group 


st 2nd 3га 4th Ist 2nd 3rd 4th 
qtr. qtr. qtr. qtr. qtr. qtr. qtr. qtr. 


Ist 2nd 3rd 
qtr. qtr. tr. 


mports 
United Kingdom . | 2867 | 110 98 111 109 99% 120811241 12% 1611381031104 een 4a 612502 
: Hrance sa. 897 | 103 106 105 111 | 119 121 84 100] 116 125 93 111 | 128 139 100 
4, drink and | Switzerland... . 318.| 92 84 89 89 83 85 88 100191 89 79 103 89 99 90 
dbacco [tal ype ув: a) 816132125 (128%) = 99 oe a ane .. | 110 92 82 1091 12 2217, 
Western Germany . | 1192 | 104 110 117 145 | 107 111 109 140 | 132 133 134 182 | 153 149 151 
United States . . . | 2648 | 105 106 111 99| 116 ШГ 107 109| 117 110 80 89 102 100 98 
United Ктадот 5. | 2792 | 110 99 110 112 | 112* 115* 104* 110*| 108 119 115 108 | 122 117 130 
Капо 1660 |121 117 120" 133. | 127 117° 118 120 | 136 136 129 1331 141 1151130 
у materials Switzerland... . SHI 121-107 99 122 9299 101 105 х 99112. 129 133) [21811338135 
ами в 98115118121 a a hs .. | 148 136 104 95| 128 134 115 
Western Germany . | 1173 | 101 120 139 169 | 127 132 142 155 | 146 169 170 191 | 197 206 216 
United States . . . |2465| 93 99 97 93 99 101 96 92); '93 97 91 88 99 104 106 
United Kingdom . | 1579 | 123 121 113 121 | 103* 103* 122* 123*| 117 123 120 123 | 149 139 155 
ЕР perro 470 | 106 105 97 102] 100 106 84 99| 91 109 96 113 | 124 133 120 
nufactures Switzerland... . 360 | 133 114 127 147 | 113 127 124 143 |135 147 147 161} 169 175 172 
Ttalypr 22 5 F020 3 13а 13704 15455168 os als af .. | 176 164 153 18) | 162 188 175 
Western Germany . 339 | 97 139 172 237 | 147 160 170 210} 182 219 247 301 | 284 319 354 
United States . . . | 3630 | 98 104 114 107] 114 123 113 106| 96 111 108 112 | 116 122 124 

xports 
United Kingdom . 301 | 119 105 х110 139 | 102* 106* 111* 123* 124 135 143 153 | 163 142 168 
Prance sae В 168 | 115—108 122 152} 117 123 ИЕ 135| 145 141 164 159 159 ИТ 154 
mical Netherlands. .. . .. | 124 128 145 198 | 136 132 149 160} 210 190 179 214} 227 215 213 
roducts Switzerland... . 122 | 131 103 124 145 | 113 119 126 136 [1133 148 149 164) 157 164 154 
Western Germany . 170 | 159 136 209 268 | 184 191 206 255 | 247 249 274 301 | 290 299 306 
United Kingdom . | 1162 | 101 76 82 80 18%) 182 о О oo бо от 83 66 80 
tile goods оно оон: 587 | 101 83 93 103 88 92 80 112 99 99 95 118 | 102 96 86 
Switzerland]... .*. 82 | 105 100 129 130] 129 130 123 134 1130 121 119 128 | 134 123 127 
Western Germany . 97| 176 188 230 294] 181 212 245 284| 269 265 310 331 | 309 306 329 
United Kingdom . | 1123 | 102 100 96 100 93* 98* 91* 100*| 103 103 97 96| 111 101 107 
ished France ль хо. 417 | 125 121 107 114 | 111 115 88 111] 114 128 103 114 | 126 130 107 
igineering Switzerland... . 2580-1168 120) 125 1371120 121 123 136 5120) 128) 137 153)-| 137 15608 153 
roducts Sweden--. ... ... 152) elise tise 98112 95 90 95 109 96 122 99 130] 118 121 104 


Western Germany . 392 | 167 221 238 283 | 201 251 233 269 | 244 277 281 331 | 309 330 317 


United Kingdom . | 5270 | 100 91 91 95 87% 90* 90% 97% 96 96 95 93| 101 9%. 104 


ТАС сие 1246 | 116 106 102 111 99 105 85 117] 109 113 100 123} 17 113 98 
Belgium-Luxembourg ..| 125 118 123 135 | 109 118 117 129} 120 130 123 142] 144 137 128 
Switzerland... . 833 | 122 119 132 135 | 125 128 133 144 |:121 126 134 151 | 134 а г 
| а ь .. | 124 102 102 106 oF Ba at ..| 106 103 109 107] 110 
— Seen о бои 585 | 108 103 99 118 96 97 100 19| 103 120 108 139 | 123 125 111 
Western Germany . | 1280 | 162 180 207 264 | 168 203 206 252 230 249 270 306 | 280 297 302 
United States? .. | 6894 | 131 141 159 149 | 154 177 155 149 | 135 175 147 141 144 154 141 
Sources and methods : See Appendix С. а Imports c.i.f., except for the United States (imports f.o.b.), and exports f.0.b. 
Note. — Owing to the large discrepancies in the type and coverage of Ь General imports. 
the commodity group indices, inter-country comparisons should be made с Excluding non-monetary gold. 
with caution. All indices are quantum indices with fixed weights, except in Я Iacluding:™ specialveategoties*y 


the case of Sweden (moving anterior weights) and the United States (moving 
crossed weights). 


Belgium- 


Italy 


Imp. 


135.9 
127.4 
110.3 


247.7 
259.1 
287.7 


91.3 
65.0 
80.8 


66.5 
74.3 
85.3 


265.1 
313.8 
331.1 


806.5 
839.6 
895.2 


27.8 
28.4 
31.7 


5.6 
14.6 
20.0 


839.9 
882.6 
946.9 


246.3 
215.6 
300.4 


25.7 
11.9 
17.9 


121.6 
101.5 
130.4 


347.0 
359.8 
389.1 


50.6 
51.2 
54.0 


Ехр. 


79.2 


Portugal 


Imp. 


39.9 


TABLE VI. — Imports and exports of nineteenq 


| 


Ехр. 


142.9 
152.1 
143.9 


934.1 
892.1 
1035.7 


1774.0 
1774.7 
1982.6 


1038.1 
1157.3 
1324.9 


303.8 
250.0 
342.8 


145.4 
142.8 
170.5 


а : Switzer- 
Area of origin for oe ae «| Ireland | Iceland | France 4 Netherlands} Luxem- land 
imports and area of | Period ingdom bourg 
destination for exports 
Y Imp. Exp. | Imp. Exp. | Imp. Exp.| Imp. Exp. | Imp. Exp. Imp. Exp. | Imp. Exp. 
0 147.0] 61.5 42.5 
i i 1953-1-IX | 224.5 194.2] 188.4 212.3] 5.6 4.0] 126.1 164.7) 168.0 196.6) 160 
IE о ла | 1954-I-IX| 210.8 220.3| 214.3 2004 | 61 3.0| 123.8 178.4) 173.7 209.0 161.0 112.7| 57.1 47.0 
Ireland and Iceland | oo rix| 2077 229.1 223.6 1954| 62 33| 1317 252.2) 202.8 251.8] 179.9 1308 | 59.5 53.2 
62.4 | 170.6 137.5 
1953-1Х | 537.3 500.8| 367 4.9] 3.3 1.1] 241.9 331.7| 377.5 353.2| 484.5 4 
т pee 1954-11Х | 578.5 519.4, 291 5.3| 3.6 2.2| 271.6 407.3} 449.0 352.8) 513.3 540.7 | 202.0 141.1 
industrial countries ® | Oey | 7413 5432| 287 59| 40 18| 342.8 481.5] 544.3 403.5 562.5 661.6 | 237.6 140.0 
i -I- 09.3 308.6} 10.6 1.0] 2.2 5.0| 122.0 215.0] 40.1 68.3] 49.8 120.6) 98.3 124.8 
Hi а a ых 228.9 315.5 73 18| 3.5 4.7| 132.1 237.2) 469 71.5} 534 100.0 | 113.2 122.1 
ora ous 1955-11x| 2516 319.5] 80 1.7| 24 72| 155.5 283.8] 524 92.2) 61.8 115.3 | 124.2 128.2 
inavi 3-11X| 706.3 516.9} 143 01| 64 3.6] 1121 114.0] 107.0 146.3} 99.1 129.4] 33.2 59.1 
Ly: Ne as 195411 7227 567.3} 161 1.5| 9.1 4.6] 105.2 146.9] 117.4 190.1) 97.4 139.6 | 28.7 62.4 
counties 1955-L1X | 8146 5887 17.9 10| 7.7 5.8| 1457 165.4] 133.6 189.1] 110.6 161.1] 39.0 58.6 
1953-I-IX | 178.1 138.8] 112 1.8] 3.3 1.9] 250.1 219.0] 281.4 219.9| 225.0 187.2) 186.9 114.9 
Ne ee ney 5х 183.3 162.3| 161 3.6| 4.3 2.1| 2586 261.7| 367.4 272.8) 263.0 165.1 | 221.0 129.6 
ще 1955 11Х | 2013 1773| 217 33| 56 13| 3226 3769] 438.7 347.4] 296.2 250.4 | 278.8 151.9 
018.4 1046.6 | 550.5 478.8 
игоре 1953-I-IX |1 855.5 1 659.3] 261.2 220.7 | 20.8 15.6 | 852.2 1044.4| 974.0 984.31 
И 1954-I-IX |1 924.2 1 784.8| 282.9 212.3 | 26.6 16.6 | 891.3 1231.5]1 154.4 1096.21 087.8 1058.1 | 622.0 502.2 
1955-I-IX |2 216.5 1 857.8] 299.9 207.3 | 25.9 19.4 |1 098.3 1 559.81 371.8 1 284.0/1 211.0 1319.2 | 739.1 531.9 
16.2 39.7] 20.9 21.8 
rn European |1953-4х| 717 257| 0.5 01| 2.7 2.8| 188 28/7| 163 19.1 
Я : 1954-I-IX| 66.6 30.1] 07 0.1| 3.4 3.5| 188 27.0) 21.9 34.4) 14.8 29.1} 22.8 22.7 
. 1955-I-IX| 89.4 29.5} 34 01| 4.3 31| 265 72.5] 29.5 32.1) 14.7 35.4) 26.0 25.9 
; : ВЕ De) Зе ae 
I. Union of Soviet | 1953-I-IX| 74.1 3.7| 0.3 2-5) | O16 5:3 17.5 00 12:0 
И Republics 1954 1-7Х| 819 1491102 — 557) 50] 29:8 1243 13:4 26,3 el TS S46 6821 
1955-I-IX| 1081 40.7} 03 —| 5.7 5.6| 33.1 279] 211 7.4) 181 107/ 47 3.5 
IX. Total Europe 1953-I-IX |2 001.3 1 688.7] 262.0 220.8 | 23.5 20.9 | 881.6 1078.5/1 007.8 1017.4/1 045.5 1092.2 | 574.0 502.3 
(including U.S.S.R.) 1954-I-IX |2 072.7 1 829.8] 283.8 212.4 | 35.7 25.1] 939.9 1 282.8]1 189.7 1 156.9/1 123.7 1 105.7 | 649.4 527.0 
1955-1-1Х |2 414.0 1 928.0] 303.6 207.4 | 35.9 28.1 |1 157.9 1 660.2]1 422.4 1 323.5|1 243.8 1 365.3 | 769.8 561.3 
X. United States and | 1953-I-IX| 534.3 341.7} 28.8  4.5|10,7 4.6] 295.0 140.9] 169.2 122.8] 191.1 189.0 | 105.3 147.7 
dependencies 1954-1-1Х | 531.4 308.6] 23.1 3.7] 10.1 7.0] 277.4 113.0] 234.2 118.9| 203.2 136.5 | 120.9 108.3 
1955-I-IX | 846.4 363.3] 35.2 5.7|12.9 4.9] 347.3 141.4] 3161 111.8} 230.8 168.0 | 140.6 104.7 
XI. Canada and 1953-I-IX | 639.2 334.2) 109 07| 06 —| 25.9 20.1] 42.5 11.6) 42.5 23.7] 36.8 15.7 
ndland 1954-1-1Х | 538.1 274.6 7.0 1.3] 02 — | 301 14.8) 20.9 10.5] 33.5 17.2] 27.9 15.1 
ео 1955-1-1Х | 721.9 285.5] 13.5 0.6| 0.2 — | 45.0 17.3 28.9 12.2) 369 180] 30.7 16.4 
XII. Latin American 1953-I-IX | 529.0 216.3] 124. —| 2.0 1.0} 1771 164.9] 80.7 66.1) 1283 61.1 || 539 67.9 
republics 1954-1-1Х | 492.5 231.9] 72 — | 1.5 2.0] 193.4 179.7] 149.2 89.3] 133.3 79.9] 69.1 80.2 
1955-1-1Х | 501.5 237.5] 9.6 — | 1.5 2.0] 137.3 188.2] 144.0 104.2) 102.6 85.9] 55.5 84.4 
XIII. Overseas sterling | 1953-I-IX |2 900.5 2282.2} 337 24| — 0.9] 619.6 111.5] 164.5 129.9) 184.5 179.8 | 21.5 55.3 
area 1954-I-IX |2 927.4 2546.8) 35.5 2.8| — 0.6] 642.4 122.3] 165.7 153.8] 164.6 117.9 | 27/7 67.5 
(including British colonies)| 1955-I-IX |3 058.1 2 646.0] 38.6 27| — 0.5] 660.5 140.1] 183.9 162.9] 198.2 129.7] 33.7 73.3 
XIV. Affiliated overseas | 1953-I-IX] 191.2 107.7] 7.1 0.2] 50 — | 828.8 1082.4] 68.9 60.5] 151.5 127.9] 19.0 19.6 
areas 1954-1-1Х | 206.3 114.2} 5.8 0.3] 0.8 0.2| 925.8 1147.7) 78.9 . 64.4) 171.5 122.4] 11.6 21.2 
(excluding sterling area) | 1955-I-IX| 214.2 121.3] 6.0 01| 0.8 01| 918.6 1121.0] 777 176.0] 1927 119.9} 10.6 21.4 
XV. Other overseas 1953-I-IX| 189.9 281.3} 6.2 1.0] 0.4 0.8] 155.0 127.0] 187.2 114.5) 41.7 74.4] 44.2 64.3 
countries 1954-1-1Х | 203.1 272.9) 5.5 0.6] 0.6 0.3] 153.9 143.4] 200.2 101.2} 60.2 65.2] 38.7 62.5 
1955-I-IX | 252.4 315.0 69 0.8] 0.7 0.4] 166.1 156.6] 179.9 118.1] 64.1 82.2| 40.4 74.2 
XVI. Total overseas 1953-I-IX |4 984.1 3563.4] 99.1 8.8 | 18.7 7.3 |2 101.4 1646.8] 713.0 505.4] 739.6 555.9 | 280.7 370.5 
countries 1954-1-1Х |4 898.8 3749.0] 84.1 8.7 | 13.2 10.1 |2 223.0 1720.9] 849.1 538.1] 766.3 539.1 | 295.9 354.8 
1955-1-1Х |5 594.5 3968.6] 109.8 9.9] 16.1 7.9/2 274.8 1764.6] 930.5 585.2| 825.3 603.7 | 311.5 374.4 
XVII. ToTaL Уовгр | 1953-I-IX [6 985.4 5 252.1| 361.1 229.6 | 42.2 28.2 |2 983.0 2 725.3|1 720.8 1 522.8] 1 785.1 1 648.1 | 854.7 872.8 
1954-1-1Х |6 971.5 5 578.8] 367.9 221.1 | 48.9 35.2 |3 162.9 3 003.72 038.8 1 695.01 890.0 1 644.8 | 945.3 881.8 
1955-1-1Х |8 008.5 5 896.6] 413.4 217.3 | 52.0 36.0 |3 432.7 3 424.8/2 352.9 1 908.7/2 069.1 1969.0 1081.3 935.7 
XVIII. DoLLaR AREA?! | 1953-1-1Х |1 334.7 793.8] 46.7  5.2| 121 5.0| 366.9 224.5| 250.2 169.9| 289.3 257.4 | 166.8 202.2 
1954-1-1Х |1 206.5 708.5| 32.5 5.0 | 10.6 7.3) 350.4 188.4] 326.7 176.5| 295.5 204.5 | 178.4 163.2 
1955-1-1Х |1 730.1 785.9] 52.1 6.4| 13.3 5.1| 430.5 221.1] 448.1 175.8| 321.4 233.3 | 199.0 161.3 
Sources and methods: See Appendix С. а Imports are general imports, and exports exclude re-exports. 
е France, Netherlands, Belgium-Luxembourg, Switzerland. Italy, 


European countries and territories. 
i United States, Canada, Latin American dollar countries and the Philippines. 


Ь Excluding non-monetary gold; see Appendix 


Greece, Spain, Portugal, Yugoslavia, Turkey and miscellaneous continental and поп. ti 
8 Denmark, Sweden, Norway, Finland. h aoa 


Bulgaria, Czechoslovakia, eastern Germany, Hungary, Poland and Rum 


п countries and the United States 
nd destination 


c.i.f., exports f.o.b. 
re ee ОИ 


Sece, 
: Yugo- Total + 
in and : : Western j ota : 
о а Denmark | Sweden Norway | Finland G Austria | of nineteen р о eae 
У ermany : States Period an 
о ВВМ countries destina- 
Exp. | I —} | | S| SH ОНО 3 
хр mp. Exp. | Imp. Exp. | Imp. Exp. | Imp. Exp. | Imp. Exp. Imp. Exp Imp. Exp Imp. Exp. Imp.c Exp.d tion 
 87.8| 18.2 15. : 13 
вам ра Е не 193.5 211.3] 139.3 74.0 | 45.1 96.9 | 111.4 150.5] 23.6 29.2| 1980.2 2004.9| 418.2 454.4 | 11Х-1953 I 
в a ee 226.3) 147.9 82.6 | 73.3 117.4] 151.3 166.1] 23.0 19.5| 2079.0 2077.7] 376.4 459.8 | I-IX-1954 
: : у : : iS 251.9] 159.1 106.9 | 99.1 144.4 | 148.4 196.0) 29.3 18.7] 2146.0 2320.7] 450.9 692.1 | 1-1Х-1955 
2 ЕЕ 
у red 138 ce 57.3 | 204.8 177.3) 88.6 44.4] 57.2 46.3] 653.3 922.8] 52.4 54.0] 3547.8 3382.4] 584.9 674.5 | 1-1Х-1953 II 
Е 40.9 | 251.0 183.2) 98.0 48.2 | 75.4 60.5| 757.0 1079.3| 59.1 60.2 | 3947.2 3776.9| 476.4 801.6 | 1-1Х-1954 
г 113. Л 19. 1.2 60.7 | 275.8 212.4| 111.0 50.3| 73.1 77.9 1040.6 1289.6] 83.0 70.4 | 4753.0 4402.0] 517.4 947.4 | I-[X-1955 
» 101. : х 
| ce ae ne ie ae a 71.5] 24.6 21.9] 15.1 14.4] 3047 440.1] 48.1 96.9 | 1240.3 1774.9] 279.3 468.0 | 1-1Х-1953| Ш 
р! > : 7 69.6] 24.4 23.3] 18.1 20.4] 316.6 474.2) 59.2 119.0] 1324.2 1827.2] 248.2 452.6 | I-IX-1954 
: ь : .5 39.7] 61.6 72.3) 22.7 28.0] 17.2 18.7] 374.8 510.9] 78.6 117.2] 1437.0 1990.3] 271.4 632.8 | I-IX-1955 
pia BS 1.4 | 109.5 60.8 | 77.3 161.3) 115.3 64.7] 32.8 28.7] 285.5 449.2) 12.6 15.1] 1867.0 1854.4] 195.1 162.4 | L-IxX-1953| IV 
: 4 = 3.1] 130.2 76.5) 92.3 201.9) 141.7 78.6] 36.5 35.2| 324.7 543.6] 12.9 15.8] 1983.6 2181.5] 165.2 172.3 | I-IX-1954 
40.1} 5.9 2.2] 126.8 103.1 | 99.8 233.7) 180.2 79.9] 56.0 33.9] 431.2 619.8] 17.8 17.9] 2342.0 2375.4] 180.6 233.8 | I-IX-1955 
- 121.4] 67.6 27.2 | 138.8 87.0 | 216.5 127.5) 107.2 38.2} 33.4 30.2] 70.3 110.2] 108.9 77.2] 2342.8 1661.9] 233.4 284.0 | I-IX-1953 № 
' 100.6 | 57.1 48.8 | 173.3 94.9 | 256.2 144.3| 117.7 47.2 | 32.6 35.1] 927 163.1] 155.8 99.8 | 2720.7 1918.0] 221.2 349.2 | I-IX-1954 
| 115.8 | 57.9 34.7 | 174.1 137.4 | 332.1 169.9) 119.5 57.3| 51.2 52.8| 121.8 229.6] 223.0 129.2 | 3177.2 2473.0] 280.3 470.5 | I-IX-1955 
’ 446.8 | 1719 97.7 | 620.6 516.1 | 745.2 1748.9] 475.0 243.2 | 183.6 216.5 |1425.2 2072.8] 245.6 272.4 |10 978.1 10 678.51 710.9 2 043.3 | LIX-1953 | VI 
_ 379.3 | 1494 133.7 | 706.7 522.2 | 871.8 825.3) 529.7 279.9) 235.9 268.6 1 642.3 2 426.3] 310.0 314.3 |12 054.7 11 781.31 487.4 2235.5 | I-IX-1954 
409.6 | 152.3 109.6 | 706.5 604.1 | 969.8 940.2| 592.5 322.4 | 296.6 327.7 |2 116.8 2845.9 431.7 353.4 |13 855.2 13 561.41 700.6 2 976.6 | I-IX-1955 
ШИ 25.5 22.4 15.0| 341 31.7) 14:5 11.5| 629 187| 33:2, 35.2} 43.6 39.71| 408.7 341.9] 17.7 13| I-IX-1953| УП 
47/1 | 1.3 1.5| 20.8 32.0| 30.4 34.8] 22.2 15.6| 69.4 267] 43.9 46.0) 36.6 40.5| 432.5 415.5} 20.6 = 1.1 | I-IX-1954 
57.6 | 8.9 10.5| 23.9 19.5| 35.8 34.8] 15.2 16.6| 86.0 35.0| 59.6 72.0) 52.6 41.9| 583.2 518.9) 28.0 — 6.0 | I-IX-1955 
19} — — 44 88 5.8 14.6 81 9.3] 70.0 100.6 9.9 0.2] — 0.3] 219.8 183.9} 8.5 — | T-IX-1953| УШ 
| 142 17Gne 17.8 15.8) 103 186| 56.6 108.3 | 11.7 8.2| 0.9 1.0] 282.9 286.6, 9.3 0.2 | 1-1Х-1954 
681771 50 59| 220 8.3] 13.6 14| 624 1020| 213 12:2) 25 0.7 |, 352.8. 261.8] 111 | 0.1 111-1955 
474.2 | 1719 97/1 | 647.4 540.5 | 785.1 795.2] 497.6 264.0 | 316.5 335.8 1468.3 2 108.2| 289.2 312.4 [11 606.6 11 204.3]1 737.1 2 044.6 | 11Х-1953| IX 
431.2 | 150.4 135.2 | 738.7 571.8 | 920.0 875.9] 562.2 314.1 | 361.9 403.6 |1 697.9 2480.5] 347.5 355.8 |12 770.1 12 483.4] 1 517.3 2 237.4 | I-IX-1954 
470.3 | 168.0 127.8 | 735.4 629.5 |1 027.6 983.3] 621.3 350.4 | 445.0 464.7 |2 197.7 2930.1| 486.8 396.0 |14 791.2 14 342.111 739.7 2 982.7 | I-IX-1955 
93.7 | 120.1 20.4| 32.7 29.9| 98.5 76.3| 59.4 47.2| 22.7 30.8| 298.4 215.8} 58.1 24.9 | 2429.1 1619.4 1-1Х-1953 x 
66.9| 69.4 15.6| 37.0 42.3] 101.6 57.0} 60.6 38.5] 18.3 27.7] 365.4 211.8] 42.0 20.7 | 2509.2 1 387.7 1-1Х-1954 
‚ 72.0 | 133.4 17.8| 59.9 45.0] 1411 53.0] 71.9 38.6| 28.4 32.0| 545.0 271.9| 67.6 24.3 | 3524.0 1583.8 I-IX-1955 
24| 92 — 0.3 —11.6 38 — 75 309 18| 11 0.5| 70.0 21.5 3.8 2.0| 956.3 454/111 832.6 2272.0 | 1-1Ж-1953 | XI 
О OA) 03—23 25 63| 29.5 1.4| 21 0.5| 609 30.1] 3.5 2.0| 774.3 390.211 760.5 2020.4 | 1-1Х-1954 
о 04. 16.23 7.5 83| 332 ‘18| 2.6 02| 819 © 37.1] 6.2 1.9] 1035.8 — 418.4]1 940.9 2 296.3 | I-IX-1955 
238| 40 16| 274 273| 102.7 682| 27.8 144| 29.4 12.5| 234.7 285.8] 23.8 15.0| 1627.4 1109.2]2 664.0 2 127.9 | 11Х-1953| ХИ 
410| 51 62| 47.4 36.0| 1021  86.2| 28.3 23.7| 44.5 222| 373.7 364.1] 15.0 19.9 | 1820.0 1373.62 548.0 2 320.9 | I-IX-1954 
358 | 136 83| 40.8 34.6| 1016 76.3| 34.9 26.4| 48.6 30.7| 477.8 357.6] 23.0 21.6 | 1904.7 1440.72 414.4 2284.8 | I-IX-1955 
7 101| 9.6 08| 5.5 159| 69.6 54.1] 19.0 26.1 9.2| 3487 222.4| 19.4 12.3| 4795.2 3149.0| 856.2 621.6 | I-IX-1953| XIII 
ШИ Ш: 16| 8.1: 16.5 | 75.5 66.0] 17.4 32.4 12.1 | 371.8 282.9] 21.3 21.5| 4901.7 3596.7] 778.8 653.1 | 1-1Х-1954 
0 17| 7.2 194| 81.0 73.8] 20.7 33.2 16.0 | 496.9 361.1] 28.2 29.9 | 5270.3 3817.7| 881.8 762.3 | I-IX-1955 
37| 04 15| 48 86| 495 110 152 41| 33 19| 1122 48.6] 22 8.2| 16189 1600.8] 278.8 224.4 | 11Х-1953 | XIV 
» 418 Li 17| 49 96| 389 13. 150 41| 31 2.6| 1148 71.0) 3.5 7.3] 1750.5 1708.6] 329.4 224.6 | I-IX-1954 
Е о 21 00 429-149 169° 47] 39 28| 194 114588 10| 18035 17125 3626 1975 1-1Х-1955 
’ 552| 18 51| 97 136| 331 42.7] 134 15.3| 104 148] 205.2 200.9) 6.2 13.5 | 1139.9 1121.8) 855.2 1213.6 | F-IX-1953 XV 
ses) 34 65| 121 11.8] 361 32.6] 14.2 12.2| 117 .142]| 225.4 295.5, 9.2 17.7] 1210.7 1172.9) 768.6 1262.5 | FIX-1954 
571 | 186 94| 145 119] 50.5 31.5] 15.6 16.6] 14.5. 23.3 | 253.1 318.4) 10.3 20.1] 1332.6 1313.3) 933.6 1 289.9 | 1Х-1955 
‚ 2289 | 145.1 29.4| 80.4 96.9] 357.2 259.8] 165.4 108.9} 73.4 69.7 [1269.2 995.0] 113.5 75.9 [12 566.8 9 054.3)6 486.8 6 459.5 | I-IX-1953 XVI 
$ 204.1 | 90.2 31.7| 109.8 118.5] 356.7 262.0] 165.0 112.3] 90.8 79.3 1512.0 1255.4, 94.5 89.1 12 966.4 9629.7 6 185.3 6 481.5 1-1Х-1954 
$ 1872 | 1784 398| 126.1 123.7] 424.6 257.8| 193.2 121.3 | 109.3 105.0 [2003.8 1 423.5) 144.1 104.8 |14 870.9 10286.46 533.3 6 830.8 I-IX-1955 
> 703.1 | 317.0 127.1 | 727.8 637.4 |1 142.3 1055.0] 663.0 372.9 | 389.9 405.5 |2 737.5 3 103.2] 402.7 388.3 |24 173.4 20 258.6/8 223.9 8 504.1 | 1-1Х-1953 | XVII 
> 6353 | 240.6 166.9 | 848.5 690.3 [1276.7 1 137.9| 727.2 426.4 | 452.7 482.9 3209.9 3 735.9) 442.0 444.9 |25 736.5 22 113.1 7702.6 8 718.9 | 1-1Х-1954 
7 657.5 | 3464 167.6 | 861.5 753.2 |1 452.2 1241.1| 814.5 471.7 | 554.3 569.7 |4 201.5 4353.6] 630.9 500.8 [29 662.1 24 628.518 273.0 9 813.5 | 1-1Х-1955 
р 109.0 | 129.5 20.5| 34.6 38.3| 1381 111.6 101.5 57.0| 27.5 34.8 | 469.7 346.0| 71.2 31.3| 3945.3 2 582.713 701.6 4 196.5 | I-IX-1953| XVIII 
‚ 825| 695 15.7| 42.2 55.1] 140.6 90.3] 101.7 47.5 | 22.8 31.4) 5627 402.0] 49.3 27.7 3865.1 2 372.8|3 701.2 3 998.9 | 1-1Х-1954 
` 908| 1343 183| 68.2 571| 203.5 88.2) 124.6 477| 373 35.2| 856.0 501.8] 78.5 32.9 5327.0 2656.4|3 816.0 4 362.9 | I-IX-1955 


*.0.b. 


d Exports excluding special categories. 
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TABLE IX 
Imports of wheat (unmilled) into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


IMPORTING COUNTRY 
Ey ыы ео м eee 


: Belgium- Total of 
Area of origin United France Western Italy Luxem- Nether- Sweden countries 
Kingdom Germany bourg lands listed 
оу (6. v | Qo lvl 0" У | Ou (val of у По mia 

United States . . | 1952/53] 514 42.5 76 9.111168 98.3 506 47.1 | 236 16.8 | 277 „22.9 | 107 10.5 | 2884 241.2 

1953/54 71 6.2 Бо Be 653 49.3 106 8.7 98 6:7 | 207 164 — .. 1135 87.0 

1954/55 | 681 43.1 — — 598 42.3 — — | 178 11.7 | 290 21.0 1, 0.111748 82 

Canada ae... « 1952/53 | 2932 235.4 83 8.8 ПЭТ 63.3 258. 22.5 |' 4625 3157 №368 29.7 32 3.2 | 4886 394.6 

1953/54 | 2209 181.0 15% 1.2 555 47.9 118 9.4 | 368 25.7 | 331 26.8 — .. 3596 2920 

1954/55 | 2422 1904; — — 578 45.9 6 0,511 365.2535.) 307 25,2 — — | 3678 285.5 

Total of dollar 1952/53 | 3446 277.9 | 159 17.9 | 1919 161.6 764 69.6 | 698 48.5 | 645 52.6 | 139 13.7 | 7770 641.8 

area 4 1953/54 | 2281 187.2 16 1.311208 97.2 224 18.1 | 466 32.4 | 538 42.9 — 4733 379.1 

1954/55 | 3 103 233.5| — — | 1176 88.2 6 0:5 "543" 37:2:| 597 442 1 0.1| 5426 403.7 

Non-dollar Latin | 1952/53 — — — — —- — 51 5.6 | — — — — — — 51 5.6 

America 1953/54] 342 26.8 Л 323—_24.3 220 23.1 | 12990 Са) с, А 1110 90.6 

1954/55| 434 320| — — 497 36.8 310 24.1 95 6.6 3382.3 9 0.711378 02а 

Overseas sterling |1952/53| 542 449| — — 63 5.4 15 1:2 — — И С 9 0.8 702: 1583 

агеа 1953/54| 362 28.9 sme es 88 7.0 34 3.1 _- — 19 1.6 21 468 524 42.4 

1954/55} 486 35.7; — — 185 13.7 38 4.2 I 01 FER PAW _- — 13Te 551 

Affiliated overseas | 1952/53 — te 196 27.6 —- — — — — — — — — 196-—. 21,6 

areas 5 1953/54 Sy — | 240 34.3 ae -— — — — — — 240 — 34.3 

1954/55 4 0.31 215 29.6 30 Dep 4 0.3 ay os} — — — 258 1338 

Other overseas 1952/53 — — я (Os) 19 2.1 35 3.8 — — — — — — 59 6.7 

countries 1953/54 22 22 20:2 58 5.9 22 р. 3 6 0.4 30:3 — 113 11.3 

1954/55 11 1.0 и О 70 6.9 19 2.0 sy US) 3520.3 1 01 110 10.9 

Western Europe . | 1952/53 22 2.3 45 6.6 225 19.0 207 24.1 2 10:3 19 1.8 — — 520 54.1 

1953/54| 311 22.6 Old 574 44.3 80 6.3 46 3.3 1SeO!9 — 1027 7s 

1954/55 | 573 38.3 | — — 783 54.6 29 2.2 5 0.4 14 0.9 — — | 1404 96.4 

Eastern Europe . | 1952/53 — — — — 62 6.7 100 123}; — — 54 6.1 84 10.8 300 35.9 

1953/54 49 3.6 as 135081217 24 2.6} LOM GO 162 15.3 9 0.8 480 42.0 

1954/55 46 3.1 — — 144 11.5 98 10.3 29s Ри) 2 1 0.1 347 28.8 

Not allocated . . | 1952/53} — —| — = == == = = = a a = sc = 
1953/54 2 — ee O81 1 0.1 — — — — — — 0.1 

1954/55 — — — — — == = a = — a oe = 

ЕТ wane 1952/53 | 4010 325.1 | 405 52.9 | 2288 194.8 | 1172 116.6 | 700 48.8 | 791 66.5 | 232 2 9 598 830.0 


5:3 
1953/54 | 3369 271.3 | 261 36.1 | 2387 191.5 | 604 55.5 | 748 52.0 | 832 684| 30 27| 8231 677.5 
1954/55 | 4657 343.9 | 216 29.7 | 2885 214.4 | 504 43.6 | 683 46.9 | 703 51.7 12 1.0| 9660 7318 


Sources for Tables IX to XXIII: Calculated from Commodity Trade а Includes very small quantities i “ i 
Statistics, United Nations; Foreign Trade Statistical Bulletins, Series ТУ, 5 Excluding the eerie arcane ee 
Oo Rane Paris; and national trade statistics. For further details, see Ар- 
pendix С. 
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TABLE X 
Imports of maize (unmilled) into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i. Sz 


р ds Sh Dae ny Аа 
IMPORTING COUNTRY 


Year 


| sit ‘ Belgium Total of 
а of origin July/ United France Western < Nether- ; 
- Italy Luxem- Auta’ Sweden countries 
June Kingdom Germany bours lands listed 
О ОИ оу О о о val 
states: .. | 1952/53.) 578.2 47.3 37.68.11 | 1226.0%18,3% 45.94. 91328.2=23:51 293.003 — — | 1558.9 125.6 
1953/54 | 832.4 62.2 | 106.0 8.9 | 154.6 11.6 | 94.4 7.3 1181.5 12.6 [267.0 19.7 3.0 0.2 |1 638.9 122.5 
1954/55 | 748.0 56.5 21a 02 38.8 3.0 0.2 — | 91.2 6.3 |243.0 17.8 Zl Oe a 12564 84.0 
ПО рые 1952/53 12.6 1.0 0.1 — — — — 2.4 0.2| — — — — 15.1 1.2 
1953/54 Е, 41! oe — -— — Ths)» Oe) 3.5 0.3 —- 63.9 4.9 
1954/55 43.0 3.2 —- — — — — — 1.6 10.5 Pah (47 — 52:7 3.9 
of dollar 1952/53 | 590.8 48.3 87.7 8.1 | 237.5 19.2 | 45.9 4.1 |330.6 23.7 |293.0 24.3 — — |1585.5 127.7 
1a 1953/54) 885.5 66.3 | 106.0 8.9 | 154.6 11.6 | 95.4 7.4 |188.8 13.1 |270.5 20.0 3.07 20:2) 11 703.8 12725) 
1954/55 | 791.0 59.7 2 ео. 38.8 3.0 0.2 — | 98.8 6.8 [245.1 18.0 Е Oa Mele oak 87.9 
lollar Latin 1952/53} 117.9 11.0 | 289.1 31.5 — — 5.0 0.4 | 44.2 3.2 | 19.6 1.8 | 13.6 1.3 489.4 49.2 
erica 1953/54| 434.0 33.7 85.1 6:4 | 138.3 7 13.29) 97.7 7.9 149.5 10.2 1135.0 1029 215) ВИ 83.4 
1954/55 | 416.8 29.6 | 153.0 10.9 | 347.9 24.1 | 28.6 1.8 [248.7 16.5 |245.4 17.2 | 30.9 2.2 | 1471.3 102.3 
eas sterling 1952/53 RHA = ate) 4:2 10:5 7.9 1.0 _-_ — 8.7 0.9 5.4 0.6 — — 113.3 11.7 
1 1953/54 57.6 4.3 Ss és 52,0) 3.811147 12 20:0 1:3 1116.5 51:35:08 2 175.8 1322) 
1954/55 | 195.0 14.1 1.9 0.2 | 193.0 14.1 | 36.6 2.7 | 37.6 2.6 102.3 7.5 Usk 0) 573.7 41.7 
ted overseas | 1952/53 5.52 00:5 24.6 2.8 sy. OES) 0.1 0.9 0.1 1.90.1 — 39.5 4.0 
is 5 1953/54 2 —- 33:3 sal 25.02.) 12.0 0.8 1.9 0.2 122.2 10.2 
1954/55 0.1 — | 127.2 11.8 20.5 1.4 — — | 23:3 1.6 [10.3 0:8 0.1 — 181.5 15.6 
overseas 1952/53 117 10 А 18102 0.6 — 0.1 — 0.6 0.1 — — 36.6 Э 
ntries 1953/54 0.2 — 155i les 2.0 0.2 43 0.4 3570.3 2.4 0.3 — 26.1 2:5 
1954/55 0.2 — Pe (U4 12031 0.3 19 0.1 7.8 0.6 0.1 — 14.3 1.0 
гп Europe . | 1952/53 19:3 11.6 437 0:6 CU ON Se || pairs, pees 123.382. 1 42 0.3 - — 84.1 7.4 
1953/54 22.28 ee 25.0 1.9 ИЯ 5 РОО 26:2 682.0 0.3 — ae — 167.5 13.0 
1954/55 42.8 3.4 — — 18.9 1.8 —_ — 6.5 0.6 1820.1 0.8 0.1 70.8 6.0 
п Europe . | 1952/53 54 Se 5: 9.9 0.9 4.9 0.4 — 4.0 0.3 —_- — 3.0 0.3 76.1 7.0 
1953/54 16:03 ae Shyey (UBS) 6.0 0.4 5.1 0.4) 7.6 0.6 110.0 0.9 50.5 4.1 
1954/55 07.07 5.) 14,09 1-2 36.9 2.9 | 11.2 0.8 _- — 7.50.5 6.1 0.5 142.7 11.0 
Поса{е4 . . | 1952/53 - =— == i = = cae ama re Ss a ae 
1953/54 10 — 1.0 0.1 — 0.1 — —_ — — 1.0 3.1 0.1 
1954/55 —_ — == — Bn upad = el tee = Gs. 
1952/53 | 886.6 76.2 | 441.6 46.8 | 263.4 21.9 | 78.8 6.7 1412.8 30.3 [324.7 27.2 | 16.6 1.6 | 2424.5 210.7 
“Det stir aes 1953/54 |1 436.5 108.9 | 313.9 25.7 | 499.5 37.1 |220.2 17.4 |405.3 28.2 |434.2 32.6 | 50.5 4.1 |3360.1 254.0 
1954/55 |1 512.9 111.9 | 301.0 24.5 | 657.2 47.4 | 76.9 5.3 416.8 28.2 [620.2 44.7 | 47.4 3.5 | 3 632.4 265.5 


: See Table [Х. а Includes very small quantities imported from “ Other dollar countries ”. 6 Excluding the sterling area. 


Area of origin 


United States . . 


Other dollar area 


Total of dollar 


area 


Non-dollar Latin 


America 


Overseas sterling 
area 


Affiliated overseas 


areas а 


Other overseas 


countries 


Western Europe . 


Eastern Europe . 


Not allocated . . 


Sources : See Table IX. 
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TABLE XI 


Imports of sugar into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


Year 


July/ United 
June Kingdom 

Q У 
1952/53 98.0 4.3 
1953]541122.5 342.9 
1954/55 60.9 1.3 
1952/53 | 929.9 87.7 
1953/54 |1 394.4 108.0 
1954/55| 807.9 51.9 


1952/53 |1 027.9 92.0 


1953/54 |1 516.9 110.9 


1954/55 | 868.8 53.2 
1952/5852. 7687.6 
1953/54| 28.4 2.6 
1954/55| 41.5 3.6 
1952/53 |1 268.3 150.5 
1953/54 |2 032.1 243.9 
1954/55 |1 630.5 194.9 
1952/53 0.4 — 
1953/54 7%) OY 
1954/55 4.3 0.1 
1952/53 | 173.4 13.2 
1953/54) 144.0 4.4 
19541535 1885.2 31.8 
1952/53| 62.0 8.8 
1953/54 | 28.1 3.5 
1954/55) И И 
1952/53 2.8 0.6 
1953/54} — — 

1954/55 5.09 80:5) 
1952/53 | — — 

1953/54| — — 

1954/55 | — — 


1952/53 |2 617.5 272.7 
1953/54 |3 757.4 365.5 
1954/55 |2 652.0 255.3 


Erance Western 
Germany 

ви Q Me 

— ORs ae 
0.1 070.1 
149.0 22.9 | 103.3 10.6 
64.9 7.6 | 120.3 10.9 
52.5.5188 nl Ore LO. 
149.0 22.9 | 103.3 10.6 
64.9 7.6 | 120.4 10.9 
22.6 -15.:8 | 188.4 16.5 
0.2 — 1-9) 9 40:2 
6.66807 А .5 
PRS Е) 4.5 0.4 

228.9 40.6 — = 

220.3 44.4 -— 

277.5 54.5 — — 
2.0 0.3 1.0 
2.5840: — 

42.1 115,3 38.4 5.6 
44.0 5.3 61.6° 7.1 
1.7 0:4 LEZ ees 
8:2. 1:4 33.6 15.0 
— — 38.5 4.6 
— — 0.2 — 
== — — 0.1 

429.0 70.2 | 177.2 21.4 

338.0 58.3 | 238.9 24.2 

337.2 61.4 | 204.4 18.2 


Note. — No imports from Canada. 


IMPORTING COUNTRY 


Belgium- 
Luxem- 
bourg 


Italy 


а Excluding the sterling area: 


Q У О У 


lands 
о 
7.5 0.8 
70 02 
34 0.1 
179.6 16.7 
1652 12.6 
154.5 12.0 
187.1 17.5 
172.2 12.8 
157.9 12.1 
1160109 
15.5es13 
1792010 
10.9 03 
1.52.02 
waves 
148 1.3 
ЗО 
те 01 
ЗО 
19.8 15 
517 40 
32.4 4.5 
08 0.1 
ine 
Oyen 
eee 
238.3 23.4 
286.9 22.0 
240.4 17.9 


Total of 
countries 
listed 
Q Vv 
107.0 . 
1296 3 

69.2 Let 
1453.2 148. 
1829.5 147. 
1259.8 948 
1560.2 153.4 
1959.1 150.; 
1329.0 92.4, 

$4.8 

73.4 6.4, 

66.8 5. 
1281.2 1504 
2051.0 2446 
1645.2 195. 

229.4 404 
229.7 442 
2841 54: 
192.2 144 
2274 114 
96.6 24 
184.7 254 
197.3 228 
1622 14 
105.3 164 
56.2 Е 
10.3 } 
4.0 0. 
0.4 | 
3 638.1 408 
4798.1 488 
3 594.6 364 
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TABLE XII 
Imports of coffee into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 
ag age ee ets oa ae 
IMPORTING COUNTRY 


Year 


ет 5 Belgium Total of 
Area of origin July/ United France Western . Nether- : 
Е Italy Luxem- Sweden countries 
June Kingdom Germany Bourg lands listed 
Q м Q Vi Q У Q У Q У Q У Q У Q № 
nited States . . | 1952/53| .. .. cee = =. — | 03103104. 04 | a 0.7 aed 
1953/54 = — — 0.1 OD 10:2; 0.2% 0:81 0.1 0.1 0.2 0.4 1.4 2.0 
1954/55 о 0.1 0.1 0.2 103 |104 06| 10:4 06 № = 10:1 0.1 0.3 1.2 2.1 
her dollar area | 1952/53 ion 2. 6.7 OR Ae о И 19°35) | 24:4 95 25| 155 15 70.7 89.9 
1953/54 — — 2122383105352 | 12.6: 15:6: |176, 249 ТТ ОВЕН 7 93.5 132.4 
1954/55 0.8 1.2 PT F-95256) 9019 | F109) 15.4 111-71 17-60 10.3 gel 6.445923 08) 1111191833 
tal of dollar 1952/53 6 2:1 6.7 9.7 | 16.41 422.31 7.0 19:61 2016 28 3 бо 5 71.4 90.6 
area 1953/54 — — ieee 12.21 38.10 53.4 | 12.8115: 113.4 2600) 7981198105: 15 94.9 134.4 
1954/55 102 2.12 112 18:0 | 52:8 91.3 611.3. 16.0. | 12.1 18.2. | 10.35 16.5:114:6 242 113.34.186.3& 
on-dollar Latin | 1952/53 6314 49.9 59.2 | 28.0 35.2 | 27.3 31.7 | 21.6 25.1 | 11.3 14.0 | 41.6 51.4 | 186.0 224.0 
America 1953/54 3.0" 41 695) 891 | 44-1) 601 | 277 133.8 | 16:1 207 | "6:9 ee 9581 372 54:1) |204: „2714 
1954/55 3.08 F422 43.70 S556) 37.21 1634! 247 833821 9.6 13.2 1.692 2.6. | 33:1 154.4. 152.9) 226.5 
verseas Sterling | 1952/53 | 25.3 23.4 0.6 0.8 пд AIS ее бл К | a(S) 1 45.5 49.8 
агеа 1953/54 | 24.7 26.3 0.8 110-1195 948.4 119467 п 15| о 01 OlG 05 213-55 
1954/55 | 21.0_ 23.5 0.2. 02| 13.8 270 | 13.6 16.9 1.7 1.9 11 ABs woe) 1.0 ЗИ Tits} 
filiated overseas | 1952/53 3.9 4.0 | 105.0 118.3 2 2.8 21122100. 891 93310:700:5 0:08 il SS а 5 
areas 6 1953/54 и 1.2 89.9 113.3 34 4.5 |143. 48 | 10.5 10:8 1125 815.21110:4 Ole ent 2a S02 
1954/55 05% 07111150 125.5 2.84.8 |15.8 7:0 | 10:0) 10:0} 779-3850 10:51 |) 142.3158:3 
ther overseas 1952/53 0:2 —02 20 762.9 1.0 EO RC 9:5 | 90:8 0.7 По 1. О lil 14.8 17.6 
countries 1953/54 0.9 0.8 2.5 3.2 16 12.7 |174 120.21 3.71 4:24 13:41 4.0 1:0) 1 eG 30:5. 86.7 
1954/55 Е 2.8 1.8 2.3 1.0 1.8, 13.6 118.4 203 2.2% 2.5% 29 12 | '21 А ЗБ 
estern Europe . | 1952/53 0.7 0.8 — — 3.4 59) — — 0.7 #14; 08 O09}; — — 5.6 9.0 
1953/54 03° 05 — _- 0.6 by — 1.5 2.6 | 04 08; — — 2.8 5.6 
1954/55 1.0 1.4 — — 0.3 081 01 | Of 14 2.5| 0.6 09}; — — 3.4 57 
ot allocated . . | 1952/53 ОЕ 01 -~ — — — — — - < В On — — 0.2 0.2 
1953/54 — — — — = — == i — = = a -= = 5 = = 
1954/55 = = — — — — — = а Ев — — as = = 
otal? 6... 1952/53 | 38.1 38.0 | 164.2 190.9 | 60.1 82.2 | 64.1 72.6 | 53.9 61.1 | 27.1 32.1 | 49.4 61.8 | 456.9 538.7 
1953/54| 30.0 32.9 | 169.9 218.8 | 99.7 140.8 | 69.6 83.3 | 51.5 65.8 | 31.7 42.2 | 49.6 72.0 | 502.0 655.8 
1954/55 | 28.9 34.7 | 171.9 201.6 | 107.9 189.1 | 69.1 91.5 | 36.8 48.0 | 23.8 34.0 | 50.1 82.2 | 488.5 681.1 


a 
Sources : See Table IX. Note. — No imports from eastern Europe. 4 Inciudes very small quantit.es imported from Canada. 6 Excluding the sterling area. 
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TABLE XIII 


Imports of raw tobacco into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


Area of origin 


United States . . 


СаваЧа ее 


Other dollar area 


Total of dollar 
area 


Non-dollar Latin 
America 


Overseas sterling 
area 


Affiliated overseas 
areas а 


Other overseas 
countries 


Western Europe . 


Eastern Europe . 


Year 
July/ 
June 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


1952/53 
1953/54 
1954/55 


Sources : See Table IX. 


IMPORTING COUNTRY 


: Belgium- Total of | 
United Western Ital Luxem- Nether- Sweden countries | 
: France y land : 
Kingdom Germany bourg ands listed 


о У PQ Vo OSV eg veo =v | 0. Cae 


48107561 34. 44| 2285 30:2 | — 19а дю ae 99.5 138.68 
572% 9181 24 341 260 366| 13 25| 96 9.5] ИЛ 120148 781 1130s 
68.9 110.8 | 68 110 | 25.1 36.5 | 1.7 31| 91 8.6] 15.6 160 | 5.4 9.3 | 1326 198 
S650 1340 7 = ae 2.02 бы ыы 5.8 7.41 
И Gee = =e ==. eam} 24) ОБО ea 14.8 19.93 
(ee | в = = ое 10.2 0103 би 187 20 
== 0.6 0.3 336 219 =} эт. Те OST (O54 Oil. et 6.6 3.95 
ОТ SORE 0.81 07:1 242) ое 8 754 10 eee 7 6.22 
OPM O29 48 бэ 58 то и 10.5 6.58 
53.7: 829 |. 40 47| 61 31 — ИТ 03 Ипа 3 т 
72:0'111.7'|` 3.2 41| 302 391] 13 29 И 11| 128113052 32| 9 ВВ 
87.2 136.8 | 86 118 | 302 393 | 18 32°) 11.6 1011 169 173| 55 94. 161.8 8 
к 10 0.6 | 5.2 3.9 5. 11320; 1.81830 20:2 OS wa 12.8 9.4 
O12 01: 11 - 10353230 и - 3 ое 12.1 9.8 
=a О 2.9 209) 5 8 a о м 155. 1 
49.1 68.5 | 0.6 0.3 11 Е Sat) oa eo 0 о 59.3 74.6 
48.1 64.6] 01 0.1 0.510 |)  -— | 19 0 2 ws 560 69.7 
S466 75.40 1.4 11 112° ба 29 и ee 66.2 82.6 
Е 17. 10.82] о м = 02 ООО 120 11 
ae So 17.8> 18.38) eae с | оО eee 180 18.7) 
ee Tae М ti ee ai pment WOLDNWO.2 4 eee ee 17.5 17.9 
01% 1.311 ..0.2 © 0.621 24.0> тре — д раю о 100 23.0 
OFF 04 0 06.47 0 = и 10.4 224 
0.1 10:6: "0.3. 0.5 | 40. 84а оо м м 124 270 
6.6. 9.71114 11.4 | 154: 47:2 | 29% S40) 30 Оо м es eae 49.1 53.6 
6.65107. 122 1121197. 21| 36 46125 20) ие 53.8 61. 
6.4 1711156 1101 233 274] 56 67 за M4) бе 59.2 70.3 
Е es О SOL в 1 ed тю 0.5 0.3 
+5 = S55 Ss 01. "0.1 13, (2.105) (0:22.03 90 ТО 1.6 2.6 
а ah 69: 0.5 0.6 333] 1047 00,20 Ses ОТО 3 4.2 
109.5 162.4 | 28.9 28,4 | 51.9 62.1 | 2.7 2.1 | 21.4 17.9 | 31.9 35.9 | 9.3 13.1 | 255.6 32 
126.9 187.5 | 34.5 35.3 | 60.5. 74.2 | 6.2 9.2 | 20.4 18.2 | 31.0 37.2 | 8.9 13.5 | 2834 39mm 
148.3 224.6 | 42.1 45.0 | 64.2 80.2 | 10.1 13.2 | 21.9 17.7 | 41.0 47.8 | 8.7 14.3 | 336.3 4428 


а Excluding the sterling area. 
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TABLE XIV 
Imports of oilseeds into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


IMPORTING COUNTRY 
м ed ke ee ne eee ee ees АИ 


wo ; Belgium- Total of 
Area of origin July/ United France Western $ Nether- ; 
: Italy Luxem- Sweden countries 
June АЕ Germany bourg lands listed 
о av ОУ OF . Ve) Ob Wey OG Vi мо то у 
lited States . . | 1952/53 — — 1.6 0.2 | 70.0 S100) Zale Ol 3 19-65214 1151 56 Е 144.3 18.3 
1953/54 40.3 4.7 | 55.0 TKO 185: 0121.5 | 01 33.5% 6.341 696 ОЕ 415.6 50.9 
1954/55 51:2 6.1 | 89.6 10.7 | 208.8 23.6 | 13.4 1.3] 53.1 5.5 | 179.6 20.0 |14.7 17| 610.4 ° 68.9 
Mada. 2a. 1952/53 sles 0.2 | 32.6 5.2 | — — 3.1 0.61 46.7 7.5 — —|— — 83:5_83:5 
1953/54 QTD 3.2 | 49.3 7.2 | — — a ain | 26.5.6033 0.2 — | — — 103.2 13.7 
1954/55 56.6 alge 58-5 8.7 1.5 0.21: 1.3 0:14) “4.0.07 O58)9 11.15 31-5) ae 133. 0181 
her dollar area | 1952/53 — — 4.2 0.8 | 20.5 29 6:0) | 67-4 Е 148.5 22.4 
1953/54 — -- 8.2 1.2 | 68.0 14.2| 1.5 0.3 | 36.0 69] 71.1 14.1} 3.0 0.6| 187.8 37.3 
1954/55 1.0 0.1 0.4 0:27) 122.1 21.3 | 0:5 011 24.4 43198.47 18.1120. 41| 266.9 9482 
tal of dollar 1952/53 1.1 0.2 | 38.4 P| SO) AION OR) ЕВ SIE eho ai А ЭД 5 
area 1953/54 67.5 7.9 | 112.5 16.0 | 253.0 35.7} 1.6 0.3 {101.0 16.5 | 168.0 24.9 3.0 0.6 706.6 101.9 
1954/55 | 108.8 13.3] 148.5 19.6 | 332.4 45.1) 15.2 1.5] 81.5 10.3 | 289.1 39.6 | 34.8 5.8] 1010.3 135.2 
m-dollar Latin | 1952/53 — — 6.9 1:21 35.8 5:7. Ate ОРЛЬ 12.0021 521155609 50.5 8.2 
America 1953/54 7.3 O97 5 4.1 4.3 0.5} 1.2" ONS 1.4 20.2] 210.18. 50.1 1089.27%1:4 51.0 7.3 
1954/55 5.6 0.715127 1.7 р 34.3 42) 0:35 0.113 10.8801 2.0 0.2}; — — 55.9 7.0 
erseas Sterling | 1952/53 | 1090.3 210.9] 30.8 6:6)| `91.4 14.8 | 17.8 3.750 4.2 10571 222515 14.3 12.0. 62:3:1268:68243:3 
area 1953/54 | 1015.0 188.0] 49.9 10.6 | 105.7 20.8] 21.2 4.1] 30 0.5| 36.1 6.2 | 24.3 5.6} 1255.2 235.8 
1954]55'| 2785.8 =131.8.] 137.4 (25.6 | 210.7 32.81 43:8 8111322. 15.31 103,98 16007.984.0) 1331.7 2236 
filiated overseas | 1952/53 25 1.711 400.08 90.81 120.0) 517333) O95 0:25 12-18 1.5 5.41 RL ONPG4S 12 |’ 562.050 113% 
areas 2 1953/54 2.2 0:4) 487.8 1139) 93.1 14.7) 112 0.31 13.6° 1.9% 913.49 2.4} 3.00.6 614.21 134.2 
1954/55 9.6 0.7 | 404.7 88.8 | 45.8 6.11 9,0% 03| 3152.39) O11 28 al во ото 9 
her overseas 1952/53 68.7 7.54 923.2 4.9 | 239.8 38.9] 42.8 7.2 | 30.8 4.7 | 191.8 30.9 | 2.8 0.5| 599.9 94.6 
sountries 1953/54 92.4 8.6 | 41.6 7.8 | 211.4 36.5 | 48.8 7.8] 19.3 2.8 | 143.7 26.7 | 31.0 6.7| 588.2 96.9 
1954/55 73.9 7.6 | 40.7 7.3. 200.0 28.5 | 39.9 60) 5.4 0.3 | 100.4 19.3] 22.3137| 482.6 73:2 
sstern Europe . | 1952/53 6.8 1.5 162 0:5} 711 13-35) 10.4 ПЛ 4.68109 2.6 —0:7119.:31.6.|_ 2106.0 ei 96 
1953/54 8.6 7 |) alee} 3.7| 40.1 63/116 10] 40 0.8 3.4 0.9} 5.1 0.9 94.6 15.3 
1954/55 15.3 PAGS OBE 3.6 | 43.3 6.7) 9 7i6m) LOWES 4 ee LO 6.5 16] 0.4 0.2} 100.8 16.0 
stern Europe . | 1952/53 — — 01 — 10.0 14| 01 — | 02 — 2.2 05) — — 12.6 1.9 
: 1953/54 — — ОЙ —- 29.1 вы ae <4 0.8 0.1 2.1 04) — — 32.1 4.3 
1954/55 37.9 3.1 O01 — 9.9 1.3)) 1.6 7-02). 0160 "0.1 1.6 07; — — 5 5.4 
t allocated . . | 1952/53 — — = = = == о те А ин зна => = 
и" Е — — — — — — 10 0.1| — — 10 — | — 2.0 0.1 
1954/55 = = — = — — И = | 09 = == | = Об 
Bptale, . 7 «.-. 2 1952/53 | 1188.4 221.8 | 501.3 110.2 | 658.6 103.3 | 82.9 14.2 |186.3 26.8 | 320.3 51.6 | 43. 535.5 


1953/54 | 1 193.0 207.5 | 741.2 156.1 | 736.7 118.3 | 86.5 13.7 |143.1 22.8 | 367.8 61.6 | 75. 
1954/55 | 1 036.9 159.4 | 766.4 146.6 | 876.4 124.7 |117.7 16.9 157.9 21.5 | 514.7 79.1 | 77. 


аа = 
газ 
— 00D 
wwe 
MwWo 
& Ro 
oo) 
а oo 
un 
Ne} 
ee 
oo 


гсез : See Table IX. @ Excluding the sterling area. 
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TABLE XV 


Imports of rubber into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


IMPORTING COUNTRY 


: Belgium- Total of 
Area of origin United France Western Italy Luxem- Nether- Sweden countries 
Kingdom Germany bourg lands listed 


United’ States’ = || 1952/53 (9 3-057" 3.1 2.9 66 3312916100 03 04 06.) Pie oS 167 11.4 

1953/54] 3.9 4.2 A325 5.4. 38.| 3.7 241 04 0402.05 10095 18.8 14.4 

1954/55 | 6.1 5.8 bys EAS 99’ 60.) 64-391 1.1 10.6 11,53 90] в 31.6 5263 

Ganadaese. .. 1952538821 1.7 | 10.4 6.3 3:00 а О-о О |. ae 0.20.2 21.1 13.4 

ОБЕ 5 | И № 60 40| 51 331 201017103 5.0.2 | 9 30.6 19.6 

1954/55 888. 0885 5112-2070 6.4 3.9 | 71.0. 40| 2.4 114111 0.700:5 || =0.33880.2 ЗВ 

Total of dollar 1952/53) |e 5. 1e ee 4:08) 112.8 18.2 96 15.4 | 6.1 3:88 2-2 20:4 50:36 37.8 24.8 

area 1953/54| 18.9 79 ‘16.4 971 114 7.8! 88°: 5:7) 24, 14| 05508) 1011057 49.4 34.0 

1954/5511 14.2 1131 17.4 1061 163 9.991-13.4" 7.97035.) 201022501 ose 68.7 44.4 

Non-dollar Latin | 1952/53} 0.2 0.2 0.1 0.1 0.1 — ВЕ А а =e — — 0.4 0.3 

America 1953/54, 03 04) — — == Е | Se 5 | = — — 0.4 0.4 

1954/55; 0.6 0.6 | — — — == == SS = се || 9 5 | вв == 0.6 0.6 

Overseas sterling | 1952/53 | 291.3 192.3 | 71.6 43.2 | 78.4 44.8 | 42.0 26.6 | 60 3.4| 4.8 2.7 | 17.2 10.1 | 511.3 323.1 

агеа 1953/54) 237.5 117.1 | 192.5. 41.8 | 75.9 33:3 | 50.2 227 6.5 3.19) 96.0 = 2.4 | 20.38.81 488.9 62221 

1954/55 | 246.0 155.6 | 105.7 60.8 | 110.5 61.7 | 53.6 30.1 | 7.4 4.4 | 7.9 4.4 | 23.4 12.8 | 554.5 329.8 

Affiliated overseas | 1952/53 | 2.0 1.0 | 39.5 25.3 2.3 141 07 04| 8.41 42| 0.45 0:2 1101000 534 32.6 

areas а 1953/54 | ez See O95 27. ee 14.9 1.95 1:0} 1:8 9605711 9.6 03.7 40:5 80: вое 43.3 21.6 

1954]55 802.5 81:2 825.915: 1 3:0 1 1.6.1 SOR OSs 11.3056.13| Sel. 850:6] Oller Osa. 45.2. 25.9 

Other overseas 1952/53] 9.1 6.9 5:08 3.01 434.8 120.18] 2:4 ee U2 3 В. ЗОО: 5 64.8 38.8 

countries 1953/54} 12.0 6.2 7.3 © 3:2)) 54.0 24.0'| 4.8 29-120 141.5 5.2 | 903 O16 93.6 42.6 

: 1954/55 | 16.2 9.9 Oxia 3:81148:6_—27.5 | 12.423: 1:2 ОВО 3 И в: 

Western Europe . | 1952/53} 1.5 0.8 2, Lae O25 5.4 © 0.5] 3:5 0:61 1-6.580:4 7 ae 7.2 0:50: 2 21.8 4.1 

1953/54; 06 0.3 40 0.8 4.35 0.51 4.3.0.3 1.8 980.45) 4:8 ВО BC nO? 20.8 3.5 

1954/55 | 1.2 0.6 3.20: 9.7 0.8 | 3.2480:51111.580'4 15.5 eed alo eee 25.9 4.9 

Not allocated®. . | 1952/53| — — — — —|— — 1 01] — — 0.1 0.1 
1953/54| — — — — — = See eS eS = = 

1954/55 | — — 0.4 0.1 — — O01 —}|— — 0.1 — 0.6 0.1 

Тов... 1952/53 | 309.2 206.0 | 131.1 80.3 | 130.6 72.2 | 54.7 32.9 | 21.0 10.7 | 22.7 20.3 12.0 | 689.6 423.8 


9.7 : } - ; 
1953/54 | 261.6 132.8 | 147.3 70.4 | 147.6 66.6 | 69.9 31.4 | 23.0 10.0 | 23.3 9.8 | 23.7 10.3 | 696.4 331.3 
1954/55 | 281.0 179.9 | 159.3 91.1 | 188.1 101.5 | 73.9 40.2 | 27.2 14.8 | 27.9 14.3 : 


Sources : See Table IX. Norte. — No imports from “ Other dollar area ”. 
@ Excluding the sterling area. Ь Includes very small quantities imported from eastern Europe. 


| Е Уеаг 
‚ Area of origin July/ : Dakine 
United West elgium ‘ 
June Kingdom France G ay Italy Luxem- ae Sweden 
bourg 
mited States . . | 1952/53 8.4 1.3 2.6 2.0 3.3 1.0 0.7 
1953/54 8.2 1.8 3.2 ТЯ 1.2 1.7 0.2 
1954/55 6.7 2.4 3.3 QoL 1.8 1.2 0.7 
Adame. > 1952/53 115.3 5.1 3.2 0.2 0.8 0.1 — 
1953/54 82.5 0.8 1.3 0.6 1.3 eZ — 
1954/55 108.9 1.9 2.5 1.2 0.5 1.0 == 
her dollar агеа |1952/53 0.8 0.1 0.9 0.2 — 0.1 -— 
1953/54 0.9 0.2 11 0.2 — 0.3 — 
1954/55 1.1 0.2 1.0 0.2 0.2 0.3 0.1 
etal of dollar 1952/53 124.5 6.5 6.7 2.4 4.1 1.2 0.7 
Багеа 1953/54 91.6 2.8 5.6 22.5) 2.5 3.2 0.2 
1954/55 116.7 4.5 8.8 4.1 2.5 225) 0.8 
ten-dollar Latin | 1952/53 9.6 0.1 1.5 0.7 0.4 0.2 — 
America 1953/54 14.4 0.3 3.0 0.3 0.9 0.7 -- 
1954/55 9.1 0.4 4.2 0.4 2.0 0.8 —- 
tseas sterling | 1952/53 40.9 0.2 2.7 1.6 0.3 0.7 0.7 
Farea 1953/54 45.8 0.4 6.0 2.0 0.3 1.3 1.0 
| 1954/55 38.0 0.7 10.5 3.6 0.7 1.7 1.0 
| 
| liated overseas | 1952/53 2.7 10.4 11.5 0.4 1.3 2.3 0.3 
reas 2 1953/54 3.7 15.5 19.2 0.8 1.6 3.8 0.7 
| 1954/55 3.6 17.0 22.6 0.4 21 52 0.7 
her overseas 1952/53 5:3 0.1 0.6 0.7 1.9 5 0.5 
ountries 1953/54 5.9 0.2 1.4 1.0 i 2. 0.9 
| 1954/55 12.0 0.6 ТИ 0.9 ih) 2.8 1.3 
stern Europe . | 1952/53 200.9 42.3 5 92:1 23.1 57.8 21.2 
1953/54 188.4 23.6 90.1 63.6 22:1 78 6 12.8 
1954/55 211.4 23.0 148.3 70.7 30.0 87.1 13.2 
Ystern Europe . | 1952/53 38.3 2.3 5.9 В 7.6 11.3 0.4 
1953/54 56.6 25 4.6 53 8.5 11.8 0.3 
1954/55 65.8 3.6 16.1 7.5 10.9 13.8 0.4 
Nit allocated . . | 1952/53 0.1 — — — — 0.3 —- 
1953/54 — — = = = oa = 
1954/55 — — = a ге = 
| Ва. <=. . 1952/53 422.3 61.9 143.6 61.6 38.7 ILS) 23.8 
1953/54 406.4 45.3 129.9 15.5 37.6 102.1 15.9 
1954/55 456.6 49.8 21212 87.6 50.1 113.9 17.4 


| 
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TABLE XVI 
Imports of timber < into selected Western European countries by area of origin 


Values in millions of current dollars, c.i. У 


IMPORTING COUNTRY 


| Sources : See Table IX. 


а Includes round, hewn and sawn wood. 


Ь Excluding the sterling area. 


Total of 
countries 


listed 


19.3 
18.0 
20.8 


124.7 
87.7 
116.0 


Dall 
2] 
3.1 


146.1 
108.4 
139.9 


125 
19.6 
16.9 


47.1 
56.8 
56.2 


28.9 
45.3 
51.6 


10.8 
13.8 
21:2 


512.5 
479.2 
583.7 
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TABLE XVII 


Imports of wood-pulp into selected Western European countries by area of origin 


Area of origin 


United States . . 


Ganaday.. о 


Total of dollar 
area 


Overseas sterling 


area 


Affiliated overseas 
areas а 
Western Europe . 


Eastern Europe . 


Not allocated 4 


Sources : See Table IX. 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


IMPORTING COUNTRY 


Year р Belgium- Total of 
July/ United France Western Italy Luxem- Nether- countries 
June Kingdom Germany bourg lands listed 


1952/53) 174 35 а И >. Sec 3.8.5 111) 542 
1953/54] 33.0 5.4 И, 7 6 0 1-26 181 195: Ш2 
1954/55 72 oe th Lida 4. 24: 2 0 | 24.0 46! 313.0 53.3 
1952/53 195.6 34.9 
1953/54 277.9 43.8 
1954/55 337.5 50.6 
1952/53 249.8 46.7 
1953/54 357.4 58.4 
1954/55 650.5 103.9 
1952/53 ее 
1953/54 125 — 
1954/55 02 cag 
1952/53 0.2 1.5. Ue 
1953/54 0.1 03. Of 
1954/55 0.1 0.52 04 
1952/53 56.9 2526.0 289.8 
1953/54 63.0 3 457.2 376.0 
1954/55 Ts 3721.1 428.3 
1952/53 0.3 92 ia 
1953/54 1.6 49.7. 54 
1954/55 1.4 78.0 10.0 
1952/53 а 06. == 
1953/54 ых о 
1954/55 aa в 


1952/53 |1 322.5 236.9 30.5 2787.2 338.0 
1953/54 |1 868.9 5 318.1 40.9 3 865.9 440.2 
1954/55 |2 138.1 350.9 48.8 4450.6 542.3 


а Excluding the sterling area. 


Note. — No imports from “ Other dollar countries ” and “ Non-dollar Ь Includes very small quantities i d fi г ies ” 
vic EG RS Lei aaltepet у а ities imported from “ Other overseas countries ”. 
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TABLE XVIII 
Imports of raw wool into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


a ЕАО 


IMPORTING COUNTRY 
Year ae Se ee eT Ga es a a 


é ane Е Belgium- Total of 
Area of origin July/ Atl France ни estern Italy Luxem- Nether- Sweden countries 
June edo <r naa) bourg lands listed 


— — | | 


Q У Q У О У Q У Q У о У ОУ Q У 
и У Юм 


nited States . . | 1952/53| .. ee, — — © оо Л р 0.1 0.2 
1953/54 <3 к — г — — — 0.11 — — — ; 0.1 
1954/55 es — — 0.1 0.1 ee _-_ — _- — 0.1 0.1 
on-dollar Latin | 1952/53} 76.0 111.4 LOFT Ree tS. Ont 219) e321 081908 12-72512 e014 3.26.2 14 2.71 14731 207.5 
America 1953/54} 26.0 43.4 Bye: . 2s 83 177 525.18 6.281 10.4 | 7-0 8.5 1:9 583.1 OD aie, 74.5 115.6 
1954/55.| 25.5 36.5 13.1 18.9 17.0 2514117 2.9 | 3.9 4.8 1.8 3.1 0.3 0.6 63.3 92.2 
verseas sterling 1952/53 | 303.5 501.2 | 115.7 180.3 | 49.4 83.4 165.4 118.5 144.7 626] 42 6.5 3.4 6.3 | 586.3 958.8 
агеа 1953/54 | 273.9 467.6 | 149.0 266.0 | 52.3 89.6 |73.7 147.6 |569 84.4 5.4 9.6 3.0 5.9 | 614.2 1070.7 
1954/55 | 265.8 430.0 | 125.2 202.3 | 69.6 109.3 |52.5 94.0 |52.0 69.6 6.7 9.8 567.2 |1 Sy bye ep 
ffiliated overseas | 1952/53 ve se 3.3 3.0 ee 0.2 0.1 | 0.1 01; — — —_- — 3.6 5:2 
areas < 1953/54 0.4 0.7 5.9 5.9 0 0.1 | 0.1 0.2 | 0.1 0.5 0.1 | — — 6.6 7.5 
1954/55 0.7 1.0 5.5 5.0 0.2 0.2 | 0.3 0.3 | 0.8 1.0 — — Tee) 185) 
ther overseas 1952/53 oe Ae — — т я 0.4 0.3 | — — — — —_ — 0.4 0.3 
countries 1953/54 0.8 0.7 0.2 0.2 1.8 lead I gl 92 1.0 | 0.2 02a) err x _- — 4.2 3.3 
1954/55 0.5 0.5 0.2 0.2 0.8 0.7 | 0.4 0.6 | 0.1 0.1 0:47 0:37), — — 2.4 2.4 
"estern Europe . | 1952/53! 14.5 26.6 1.3 Dee tS 24-6) ОО 5.5 S02) 3.60) dal 10 1.9 47.4 89.5 
1953/54} 12.1 24.6 1.6 2.0 | 11.3 23.6 | 9.8 18.4} 6.4 8.9 | 2.9 7:6 1.6 2.0 45.7 87.1 
1954/55 | 13.3 23.3 1.2 1.9 12/0 5923.0) 8:8 816- 7168. 72.6% 4.2 679 1.1 2.0 49.5 87.4 
ot allocated. . | 1952/53 2.4 3.1 -- — 0.6 0.4 | 0.5 0.9 | — — — — — — 5) 4.4 
1953/54 4.4 5.4 — 0.1 — — — — — — 10 0.11 — — 5.4 5.6 
1954/55 3.0_-4.0| — — — — 13.1 4.0 | 0.1 0.2 ОО — 6.3 8.3 
ИНЬ... 1952/53 | 396.4 642.3 | 130.4 198.5 | 83.4 140.5 |85.5 151.8 |75.5 100.1 | 11.6 19.8 5.8 10.9 | 788.6 1 263.9 
1953/54 | 317.6 542.4 | 172.2 297.0 | 83.2 140.2 191.0 177.7 |70.6 102.5 | 11.2 20.5 4.8 9.6 | 750.6 1 289.9 
1954/55 | 308.8 495.3 | 145.2 228.3 | 99.7 158.7 |66.8 118.5 |65.6 88.3 | 13.4 21.2 5.0 9.8 | 704.5 1 120.1 


Sources : See Table IX. @ Excluding the sterling area. 
»TE. — No imports from Canada and “ Other dollar area ”. Ь Includes very small quantities imported from eastern Europe. 
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TABLE XIX 


Imports of raw cotton into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 
и или ———————————————————М—МШЩШЩШЩШЩШЩШЩШЩШЩ8&ВЩШ6Щ6Щ—ММШ—ШШФШФ—ФШШФШФ— р | 
IMPORTING COUNTRY 


Year у Belgium Neth Total of 
Area of origin July/ United France Western Italy Luxem- si ele Sweden countries 
June Kingdom Germany bourg lands listed 


United States . . | 1952/53] 83.2 71.7 | 112.8 89.9 | 74.9 58.6 |107.0 97.2 | 30.4 25.5 | 31.9 28.5 | 9.1 8.2] 449.3 379.6 
1953/54 | 103.5 77.2 | 114.1 89.5 | 105.4 71.1 | 53.4 44.4 | 26.4 20.2 | 31.7 26.8 | 10.2 8.4 | 444.7 337.6 
1954/55 | 141.8 105.6 | 120.2 93.3 | 118.6 79.1 | 58.6 48.9 | 25.5 18.7 | 43.5 38.0 | 12.1 10.1 | 520.3 393.7 
Other dollar агеа | 1952/53 6. : : 29.9 23.5 ; з 15.8 12:0 sO e325 Rae 71.8 59.9 
1953/54 : Е . : Е - 4 я 5 . 
1954/55 ь 1 5 
Total of dollar 1952/53 | 90.9 78.3 | 118.3 94.2 | 104.8 82:1 1111.8 101.5 | 46.2 39:5 | 35.9 32.0} 13.4 12.1 | 521.3. 439.0 
area 4 1953/54 | 115.1 85.8 | 115.5 90.6 | 143.0 99.9 | 56.7 46.3 | 41.2 32.5 | 40.1 33.9 | 13.6 10.8 | 525.2 399.8 
1954/55 | 157.9 118.5 | 123.4 96.2 | 168.3 119.5 | 61.2 51.1 | 48.9 38.6 | 50.6 44.0 | 17.2 14.4 | 627.5 482.3 
Non-dollar Latin |1952/53| 56.7 44.2 | 16.4 16.3 | 22.6 10.2 | 0.3 0.3 | 12.4 10.9 | 50 4.5 | 4.9 4.7] 118.3 91.1 
America 1953/54]! 89.2 62.1 | 29:0) 22.8 | 70.5 45.8 | 18.6 13.2 | 23.9 18:2) 10:5 7.7 117.71 5.45 |) 249 4 
1954/55 | 70.0 46.8 | 24.8 21.6 | 60.7 43.4 | 20.4 15.8 | 21.9 16.6 | 7.7 6.3 | 4.1 3.5 209.6 154 0 
Overseas sterling | 1952/53 | 88.4 75.4 | 24.7 19.2 | 41.4 30.6 | 16.8 12.0 | 14.6 7.7] 7.8 5.0 | 5.3 4.0| 199.0 153.9 
агеа 1953/54. 96.2% 68.6 |" 24.1 1721! 28.71 18.8 | 22:6 16.3%) 11.5" 5.6 1 6.2" 93:9 Оо 3 ee 
1954/55 | 72:9 55.7 | 15.2 11.01 22.2 15.6| 104 3.2 | 94 5.4 | 35 24 27: Ors ee Ce 
Affiliated overseas | 1952/53 917 6.671) 36.0 23168) 17525 915:4 9) —— | 13.9. 10:9 eee les 79.2 67.2 
areas 5 1953/54 7.95.11 38:0 29-74) 103) 18,311 0:69 OS 17.8" 1345 —— р es 77.0 58.8 
1954/55 e320) | 43-9 362 6.2 5.2] 08 0.3 | 16.8 13.6 | — — 2.32.0 (Exe) 59.9 
Other overseas 1952/53 | 58.0’ 62.0 | 71.5 69.4 | 50,5 48:0 | 44.0 47.2 6.2 5.0} 56 531 3:7 3.4 |) 239.5 18208 
countries 1953154 | 111:6 100.8 |= 82.3: 78.4 | 57.9) 52.2 | 39,5 4045! 10.2) $8.01 6.5 65.8) 1 2423) 310 Ae 
1954/55 | 64.8 64.6 | 83.9 384.0 | 41.9 411 | 36.6 37.9 | 8.2 73| 5.5 551 21 19| 24305 
Western Europe . | 1952/53 | 21.0 12.5 | 19.8 15.1 | 41.0 31.2 | 18.4 15.1 6.1 -2.2'| 15.0 9 19.814 Ged oe 25 9 87.7 
1953/54 | 19.0 10.1 19.11 19:0 | 129:4 417.251 30:8123:6 118.4 33 18 о Olin 2056 80.7 
1954/55 16.7 09.9119. 94:5 2 95:5 О. 253 16 б оО о LOn ETT ot 68.1 
Eastern Europe . | 1952/53 0.6 0.1 — — — — — 0.3 0.11 — — — — 1.0 0.2 
1953/54 6.2 3.4 3.22.7 | 66 2:2 Ооо 21.4 12.8 
1954/55 .0 20.3 9.55 58.3 2.9) Sol ee Leones 300525 53.6 41.7 


Е р ъ ав 1952/53 | 324.7 279.1 | 286.8 245.8 | 277.5 217.5 |191.3 176.1 , .0 58.1 | 33.2 27.2 |1 284.2 1080.1 
1953/54 | 445.2 335.9 | 312.0 255.7 | 339.8 242.2 |172.0 143.3 |119.6 83.7 | 82.5 62.7 | 35.6 25.6 |1 506.7 1149.1 
1954/55 | 414.6 318.4 | 318.8 270.1 | 328.7 241.4 |153.9 132.8 |119.2 88.6 | 85.6 69.1 | 37.6 28.0 [1458.4 1148.4 


‘oO 
\o 
Ny 
~ 
ON 
> 
x 
= 
(=) 


Sources: See Table IX. а Includes very small quantities imported from Canada. Ь Excluding the sterling area. 
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TABLE XXI 


Imports of refined petroleum into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


IMPORTING COUNTRY 
ee a Ee ое a ae ^^. 


Year 3 Belgium Neth Total of 
Area of origin | July/ United France Western Italy Luxem- caer Sweden countries 
June | Kingdom Germany bourg lands listed 


United’Stafes: . | 1952/53]... 82.2 | 204.1, 15.3 | 1470 90 |1131. 113°) 257.8 © 15.2) 109. 


37.2 13.5 15357 
1953/54 1.08681 |) 186.5 14:5111173: 1889.8 11905 9:21 246.0 9714.5) 8-69. 25:7 9.2 131.6 
1954/55 | <4) 56:41 206.4-15.5.|; 1389. -8:3, | 125.1 1015) 176.7 125 93.5 (6.2 6.4 117.1 
СапаЧа и.о 1952/53) | eee 0.6 —- — — о 10.1 0.7 = — — 1.3 
1953/54| .. 0.8 — — о — 8.2 0.6 — —- к. 1.4 
1954/55} .. 0.8 — 4.8 0.3 — 1.1 
Other dollar area | 1952/53 8.0 | 102.3 3.8 47.6 lel 22.9 07 | 201.5 5.2 148.1 13.5 25.9 48.9 
19531541 15.6 3192.4 о ы 27 ys 203.0 62) 243.1 55.0 19.4 50.9 
195455 121.2 AO 2m 12 98.5 3.1 15.8 0:31 157.2 4.9| 246.1 5.4 15.0 51.1 
Total of dollar 1952/53} .. 90.8 | 306.4 19.1 194.6 1027 | 146.2: 212578) 645933) 20.4 257245 10:8] 2338394 a. 2039) 
area 1953/54} .. 85.1 | 260.4 16.9 | 238.4 12.1 | 101.4 958) | 44910 20.71 31253" 10.7) ae 25:6 +. 1939 
1954/55} .. 78.4 246.6 16.7 231 eles nel 4557) ПА 33319 1:17:31 ЗЗ9 6 2 Se eee yy. 1698 
Overseas sterling 1952/53 48.6 12.6 0.3 —- — 25.8 0.7 15.6 0.7 3.0 0.1 6.5 56.9 
агеа 1953/54 56.7 — — — — 3.4 0.2 30.8 1213 7-6 6.6 68.2 
1954/55 68.1 PBS Ah 4.4 0.1 | 52.1 1.2 70.1 25 21357. o 9.0 85.9 
Affiliated overseas | 1952/53 ИХ 45.0 1.2 14.6 0.6 | 43.1 1:0-| 555.10 119.3 11442.65 17 48.8 159.7 
areas а 1953/54 74.9 35,9 0:81) 12525, 58s 6.8 0.3 | 299.0 9.9] 624.1 18.1 32:3 141.4 
1954/55 62.7 13.8 0.6 | 431.8 14.9 | 21.1 0.9 | 367.3 9.3} 492.6 18.2 Е) 129.9 
Other overseas 1952/53 0.4 21.8 0.8 9.7 0.6 | 127.3 4.3 Las 108.3 2.8 27 11.6 
countries 1953/54 ARS: 2B las Nes ey 12.0’ 0.8 | 12:8 0.6 16.3 0.511202. 3349 0.1 9.4 
1954/55 4.2 45.1 1.4 3.2 0.5 | 143.8 3.0 71.1 2.1| 198.6 4.6 133 17.1 
Western Europe . | 1952/53 44.5 | 484.1 17.9 | 428.0 17.7 | 188.6 7.4 |1 013.3 + 35.5) 471.4 16.3 44.2 183.5 
1953/54 44.3 | 443.1 15.7 | 715.0 22.6 | 328.6 9.4 |1 102.1 33.6) 559.7 17.6 63.2 206.4 
1954/55 52.1329. 18111511 1797083310128 10 8.3 |1 239.6 37.2} 961.0 28.5 89.1 259.7 
Eastern Europe . | 1952/53 — 53.7818 25.2 0.9 | 230.7 4.6 21.3 0.6 И 02 23 10.4 
1953/54 05. ИУ 96 Wess) OF 123.4 2.4 | 129.1 2 10.1 0.2 10.7 ad 23.9 
1954/55 1.4 | 349.9 11.3 | 140.8 3.7 | 137.9 PES) |) SHED) 3.5 9.380: 20.4 т 43.0 
Not allocated . | 1952/53 _- — — — — 515) 0.1 1.6 0.1 — — — 0.2 
1953/5435 lee — — — — — 2.0 0.1 Я 0.5 — 0.2 0.8 
1954/55) .. 0.6 —- — EE AY 0.1 — 4.8 0.2 6.4 0.2 1.2 
тонах 1952/53 | .. 256.0 | 923.6 41.1 | 672.1 30.5 | 767.1 . 30.8 12068.0 76.61 283.8 47.3 143.9 ~ 626.2 
1953/54] .. 263.0 | 958.2 40.2 |1 167.4 43.0 | 578.4 22.8 |2029.0 68.411 922.2 54.9) .. 141.7 ; . 634.0 
1954/55| .. 267.5 |1 009.8 42.7 |2 002.3 63.8 | 781.7 27.6 [2277.8 72.22 221.2 67.8| .. 164.5 : 94061 

Sources : See Table IX. а Excluding the sterling area. Includes small quantities imported from “ Other overseas countries ”. 
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TABLE XXII 


Imports of fats and oils into selected Western European countries by area of origin 


Values in millions of current dollars, c.i.f. 


IMPORTING COUNTRY 


Year 
а of origin July/ ; Belgi 
United West elgium~ 4 Total of 
June Kingdom France Gene Тау pene pas Sweden See 

d States . . | 1952/53 4.9 1.3 14.2 10.0 4.3 8.2 3 42.9 
1953/54 127 2.5 16.7 8.4 57 22.0 — 67.5 
1954/55 18.5 3.6 29.8 13.8 9.4 30.8 0.3 106.2 
аи: 1952/53 2.3 — ee 0.1 0.4 0.1 с 2.9 
1953/54 2.2 a 0.4 or 0.2 0.1 — 2.9 
1954/55 0.9 — 2.6 а 0.2 — 37 
‘dollar area | 1952/53 0.1 0.1 0.2 0.6 — 0.2 : 1.2 
1953/54 0.2 0.3 6.5 0.3 Ar 1.0 8.3 
1954/55 0.1 0.1 27 a ть 0.3 3.2 
of dollar 1952/53 ms 1.4 14.4 10.7 a) 8.5 a 47.0 
а 1953/54 15.1 2.8 23.6 8.7 5.4 22.1 1.0 78.7 
1954/55 19.5 3.7 35.1 13.8 9.4 31.0 0.6 113.1 
ЧоПаг Latin | 1952/53 5:2 25 7.8 2.4 0.4 2.1 1.3 21.7 
erica 1953/54 1233 3.4 10.3 5.0 1.8 3.9 2.5 39.2 
1954/55 4.1 3.4 15.1 4.6 0.7 1.1 1.1 30.1 
eas sterling | 1952/53 134.3 0.3 222 16.4 6.3 4.5 0.9 184.9 
1 1953/54 97.9 0.2 11.0 14.0 7 37 3.5 132.0 
1954/55 97.7 0.8 24.9 8.9 6.3 4.9 12 144.7 
ited overseas | 1952/53 7.4 64.2 11.9 6.4 9.5 0.4 0.2 100.0 
1$ 2 | 1953/54. 0.2 70.7 WES 3.2 10.8 1:2 0.3 103.9 
1954/55 0.5 66.8 10.0 4.0 10.4 2.2 0.2 94.1 
overseas 1952/53 5:3 0.8 18.1 4.2 3.1 20.0 0.6 521 
ntries 1953/54 6.7 1.1 20.3 3.4 2.4 221] Zeb 58.7 
1954/55 32 1.4 14.7 a Tee 13.2 3.2 40.1 
tm Europe . | 1952/53 10.1 8.1 68.9 14.3 3.8 4.6 9.5 117.3 
1953/54 9.7 7.6 59.5 16.4 5.9 6.4 7.9 113.4 
1954/55 16.9 9.7 55.6 17.4 8.6 8.5 7.2 123.9 
п Europe . | 1952/53 0.2 — 0.4 0.1 0.8 0.4 1.9 
1953/54 ae — 1.4 ie Ee 0.6 — 2.0 
1954/55 a — 2.7) 0.4 -— 3.1 
located . . | 1952/53 4.9 — 0.2 — — 55) 0.2 8.8 
1953/54 3.8 -- — 0.4 0.6 2.2 — 7.0 
1954/55 5.3 a — 0.2 0.2 2.3 — 8.0 
i eae ee 1952/53 174.7 des 143.9 54.5 28.6 44.0 10.7 533.7 
1953/54 145.7 85.8 143.6 51.1 28.6 62.8 17.3 534.9 
1954/55 147.2 85.8 158.1 51.6 37.3 63.6 13.5 557.1 


ices: See Table IX. а Excluding the sterling area. 


Year р Belgium | Total of 
Area of origin July/ United France Western Italy Luxem- Nether- Sweden countries 
June Kingdom Germany bourg lands listed 
м У AO UV Gin OVO о ть eee ee 
United States . 1952/53) 0 | ЯОЙ 24: Ш | И 90| = — Aa 357 | ЛЕ | 87.7 
NORV 95 580 TI | rks) | eS 1.0 0.610155 19- 19 85.7 
1954/55 | 33.2426.6 | 4610) 135.811848:1435:6 1 15.3810:6 6 9112. See 6.89 65.1 166.7 
@апача. .... 1952/53 | 35.6 27.2 6.4 Sh 0.4 0.3| 0.4 3; — — О Ot 0.4 0.3 43.3 
1953/54 | 60.5 40.8 3.6 2.4 НЫ 1.2; — — — — Oar Or! 0.4 0.3 66.3 
1954/55} 66.6 53.1 7.1 5.5 1.0 0.9 — -- — — — — 74.7 
Other dollar area | 1952/53 ae i — —- 3.0 2 21:67 ЗЕ — —— — — 4.6 
1953/54 ae ua — 17 1.1 — — — — — — — — iy 
1954/55 Tez, 0.9; — — 13.0 9.4 —_ — — — OR oat 14.3 
Total of dollar 1952753] 164.950. 31| 32:6 26:6) 16S. iio O22 — ОЕ 3.8 | eels ee 135.6 
area 1953/54) 83.0’ 55.8) 19.7 13.71 30:9° 19.8) 6.6 4.9 1:0 20.6. 10:2 Ge ieee Sade 15327 
1954/55 | 101.0 80.6] 53.1 41.3] 62.1 45.9} 15.3 10.6 16 12157-11611 6908521050 
Non-dollar Latin | 1952/53 0.8 0.5 6.6 5.3| 14.5 12.5] 19.0 17.0) — — — — И Е 41.2 
America 1953/54 9.6 6.3 2.9 Я О Oa О ША Ont — — 0.2802 29.6 
1954/55| 56.6 43.1 22 1.6 S614. 45.0 19:64 13:59) 23:0) SEG 2 4:5) 23-2 eso 
Overseas sterling 1952/53)) 252.1) 169.2 2.9 PER) || Mal 8:61 14.1 1214 Se oon = — | 14.3 10.4| 311.8 
агеа 1953/54 | 245.5 158.5 7.8 Seley 0 wel Seon el OO ПИ 90| — — | 19.8 12.5 333.2 
1954/55 | 216.2 163.3 8.4 6.1 1%20:0° 13.311 30:920:81 15.2 9 — | 15.0 11.3| 305.7 
Affiliated overseas | 1952/53 a aa 44.4 35.1 — — | 14.6 11.0 114.7 89.6) — — 05505 0.3 174.2 
areas 4 1953/54 4.0 2.6| 34.1 22.6 0.1 —= 5) 1258" 8.5 1154.6. 108.5 | 0:3 me 0.2) 4 28 210-0 
1954/55 5.9 4.4 | 43.2 33.3 0.2 0.2 | 6.2 4.3 143.5 108.6 | — — — — 199.0 
Other overseas 1952/53/08 os ae O22 02 00:2 O03 2S И S| ee 0.7 
countries 1953/54) .. be — — 172 и о = 12 
1954/55 1.7 1.4 1.9 15 0.9 0.7 a 0:3) 0:2 — 0:2 0.1 5.0 
Western Europe 1952/53 | 52.28 40:2 |’ 46:4 37.4 | 162.5 23736) 249 18:45) 104 168 61500 4.71 19.8 4140 |222 
1953/54] 28.4 191 | 34.3 24.1] 104.7 60.0]| 34.0 20.21 162 97| 12.7 32| 295 200 | 25908 
1954/55 | 33.4 25.4| 46.3 34.5| 89.7 59.2| 14.3 9.8 6.2 4.1 | 14:2 10`0-,. 31 02.9351 
Not allocated 5 1952/53 | 020 01| — — | ae eS eS be ee р, Е 0.2 
1953/54 25) 17| — = — — = = = == as as © aes 2.5 
1954/55 | =e | = 8 23 le ee ое ee 
Ию ад 1952/53 | 370.2 260.3 | 133.1 106.9 | 107.1 74.2| 86.5 69.2 140.4 106.0 | 11.5 8.5 37.6 27.4) 886.4 
1953/54 | 373.0 244.0 | 98.8 67.6 | 179.1 106.1 | 74.0 46.9 186.0 126.9 | 23.2 15.1 55:95 37-2 11 990:0 
1954/55 | 414.8 318.2 | 155.1 118.3 | 234.3 164.3| 89.6 61.3 |169.8 125.4 | 32.8 23.7 57.6 41.7 | 1154.0 
Sources: See Table IX. а Excluding the sterling area. Ь Includes very small quantities imported from eastern Euro} 
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TABLE XXIII 
Imports of copper into selected Western European countries by area of origin 


Quantities in thousands of tons ; values in millions of current dollars, c.i.f. 


IMPORTING COUNTRY 
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TABLE XXIV 


Population projections by major age groups for selected western European countries—1951 to 1971 
Thousands 


Country fale ee eee re Women 
1951 1956 1961 1966 1971 1951 1956 1961 1966 1971 
Ма и... ры : ave 778 741 712 712 776 749 710 687 685 
pen rane 1 100 1 209 1 243 1 238 1 233 1214 1 266 1 221 1 205 
pee о 1054 990 969 952 1279 1307 1247 1251 1202 
ВЕ 322 339: 180 426. „426 472 518 566 609 
Motel Sas 2149254 # 329; 3308 3328: 2314 3742. 314 375 90 
Вар. вх 3 
21 ее ; Rae 988 1 050 1 021 1 000 896 950 1 006 976 955 
1518 1540 1535 №551 1514 1485 1509 1509 1517 
40-64 1360 1407 1371 1407 1 399 1454 1493 1437 1 
65 430 145 1436 
= о 42.6 BSI 562. 533 580 631 692 51 
Total 4257 4 363 4 433 4476 4512 4 397 4 508 4 583 4 628 4 659 
Denmark=-. о 0-14 577 607 593 579 605 554 580 565 551 576 
15-39 764 762 805 856 897 767 759 792 831 865 
40-64 602 648 680 700 700 635 678 707 724 719 
65 — 184 204 224 246 269 206 230 253 280 306 
Е Total 2127 2 221 2 302 2 381 2471 2162 2247 2317 2386 2466 
rintland т. ... а 616 670 704 684 713 593 644 676 654 680 
- 731 745 806 907 964 ИЯ 2 770 806 887 940 
40-64 479 521 541 569 597 572 622 656 688 706 
65 — 100 109 119 133 152 167 184 199 222 248 
Total ol 1926 2045 2170 2 293 2 426 2 104 2 220 2 337 2 451 2574 
Етапсе сео 0-14 4 821 5 395 5 888 5 602 5 437 4 683 5 205 5 667 5 383 
5 217 
15-39 7 462 7 427 7 666 7 991 8 268 7 243 7 174 7 424 7 760 8 042 
40-64 6 143 6 341 6 211 6 433 6 522 6 984 6 980 6 583 6 675 6 708 
65 > at 878 1 886 1 875 2 064 2314 2 906 3 082 3 218 3 364 3 506 
Total 20 304 21 049 21 640 22 090 22 541 21 816 22 441 22 892 23 182 23 473 
Western Germany 2 0-14 5 706 5 191 5 280 5 230 SSP 5 461 4945 5 004 4 946 4 889 
15-39 7 825 8 613 8 955 9 158 9 048 9 022 9 285 9 150 8 870 8 742 
40-64 7 083 7 182 7 006 6 840 6 816 8 632 8 944 8 883 8 926 8 622 
65 — 2044 2 191 2 309 2 606 2 930 2 533 2 881 3 243 3 621 3 998 
Total 22 658 23 177 23 550 23 834 23 966 25 648 26 055 26 280 26 363 26 251 
Netherlands .... 0-14 1537 1 683 1 773 1717 1 730 1 462 1 596 1 680 1 628 1 640 
15-39 1 896 1972 2096 2319 2480 1898 1948 2044 2229 21373 
40-64 1271 1 380 1 473 1 586 1 680 1 342 1 458 1550 1 657 1 729 
65 > 380 429 482 539 605 414 469 530 598 675 
} Total 5 084 5 464 5 824 6 161 6 495 5 116 5 471 5 804 6 112 6 417 
Мора. 3, 0-14 411 461 486 480 479 391 436 459 453 453 
15-39 612 589 591 618 657 598 575 571 594 631 
40-64 462 508 545 570 573 491 530 564 582 577 
65 > 141 158 181 208 233 174 193 217 246 271 
Total 1 626 1 716 1 803 1 876 1 942 _ 1 654 1 734 1 811 1 875 1 932 
Sek) а с a 0-14 844 886 838 777 762 807 843 795 736 22 
15-39 1 260 1 216 1 237 1 274 1 309 1 235 1197 1213 1241 1 263 
40-64 1 067 1 149 1 216 1 256 1 238 1 107 1173 1224 1254 1234 
65 — 335 365 396 433 477 386 422 459 498 542 
В | ты |355 396 367 3140 _ 3286] 355 365 36 379 3761. 
Switzerland .... 0-14 566 610 598 565 548 546 588 575 542 925 
15-39 831 813 845 874 907 869 834 863 881 891 
40-64 685 23 748 770 771 768 808 818 832 833 
gic. | "206 | 206 25958 24020. 24 38 м. 
Total 2 274 2 354 2417 2 468 2 520 2 443 2514 2569 261  2653_ 
United Kingdom. . 0-14 5 776 6 020 6 002 5 584 5 418 5 536 5745 145129 5 311 5 145 
15-39 8 907 8 636 8 719 9 011 9 217 9 009 8 624 8 597 8 783 8 904 
40-64 7 468 7908 8 155 8 397 8 312 8 347 8 662 8 747 8 858 8 692 


65 > 2 267 2355 2 546 2 806 3 179 3222 3 487 3 818 4 146 4 504 
Total 24 418 24919 25422 25798 26 126 26114 26518 26882 27098 27 245 
Total population 


0-14 12 248 11900 12211 11 901 12 054 
15-64 30687 3221 33 317 34749 35 702 


65 — 3 803 4 119 4 479 4961 SY BIS) 
Total 46 738 48230 50007 51611 53 271 


Sources and methods: See Appendix С. 


Note. — The data refer to the beginning of each year. @ For western Germany data refer to 1952, 1957, 1962, 1967, 1972. 
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TABLE XXV 


Government borrowing in the Soviet Union 


Billions of roubles 


Nominal value of 


Year state loan floated! “cate loans 4 
during year 
И eee 34.5 32.6 
а Но 35.7 36.3 
19535 eta Mets. ое 15.3 17.3 
Тод. 17.5 15.9 4 
УИ ооо Bs 30.5 
Actual 34.3 


Sources: Savings bank deposits: Voprosy Ekonomiki, No. 6, 1954; 
Bolshevik, No. 9, 1952; V. I. Kruglov Ochet i otchetnost v sberegatelnykh, 
kasakh, 1954, page 3; and budget statements. State loan: 1951—Pravda, 
3 and 16 May 1951; 1952—Pravda, 6 and 10 May 1952; 1953—Pravda, 
25 and 28 June 1953; 1954—Pravda, 16 June 1954; 1955—Trud, 13 May 1955, 
and Pravda, 20 May 1955. Loans paid up: (total budget receipts from borrow- 
ing /ess Savings Bank increase): Voprosy Ekonomiki, No. 6, 1954, page 5, and 
Izvestia, 22 April 1954 and 4 February 1955. Loan service: Budget statements, 
except for 1951: Voprosy Ekonomiki, No. 6, 1954. 


Subscriptions to 


Net government 
borrowing (sum 
of the previous 
three columns) 


Net increase in 
saving bank 
deposits ¢ 


Less 
redemptions 4 


4.9 4.0 Sy at! 

== ORS 4.1 33.6 

— 9.8 12.0 19.5 

yy 9.6 15:3 

—12.2 10.0 28.3 
6.8 е 


а Including the balance due on subscriptions not fully paid up in the previous 
year. г 

Ь Including also interest, which cannot be separated. 

с Including deposits Бу organizations (17 per cent of deposits in 1934) and 
re-invested interest. 

d Plan. 

е The total of deposits was 55 billion roubles at the end of 1955, as compared 
with 18.5 billion at the end of 1950. 
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TABLE XXVI 
Expansion of producer-goods output in the Soviet Fifth and Sixth Five-year Plans 


Percentage increases 


Fifth Sixth Fifth Sixth 
Five-year | Five-year Five-year | Five-year 
Plan Plan Plan Plan 


1951-1955 |1956-1960 
ag ee ey) 


1951-1955 |1956-1960 


Ce ee eee 


‘uel and power 


Ба ee FS 


Blectric powers |. cc fe gs ss we 
of which: hydro-electric power 


"errous metallurgy 


О eee te oa ee ks kw 

О... 

СЯ ааа еб ООВ 

воен... 
of which: Hot rolled sheet . . 


Cold rolled sheet 
Steel pipe 


Von-ferrous metallurgy 


RefinedsCOpper! уе... 
ен. 


ПО Sa оо д аа За 


Molybdenum products ... 
Tungsten concentrates 
оч о. 


Чеауу and electrical engineering 


Coal-mining equipment. ...... 
Metallurgical equipment 
Rolling-mill equipment. . . 
Chemical equipment... . Е 
Ошедорте. ........ 
Steam and gas turbines м 
Е КОАО о 
Generators 
Large steam boilers ........ 
Metal-cutting machine tools: 
о ой о voc bat ee 
Wielgiitermetia ate ро 
Ball and roller bearings 
Forging and pressing equipment 
of which: Heavy F 
Casting equipment. ........ 
Automation and control equipment . 
ОЕ, оо es es, о 
Calculating machines and electronic 
РОО а. 
Electrical measuring instruments. . . 
Optical-mechanical instruments 
Electro-vacuum apparatus. ..... 
Radio apparatus... . 


а o 2) м > Me jie! =” 


ея ee Je 


Sources: See Appendix С. 
Planned. 
Large-diameter welded pipes. 
1954 output. 
Steam turbines only. 


Transport engineering 


Electric locomotives ........ 
Diesel locomotives 
‘Goods#wavgons’ ао оное : 
Railway passenger coaches .... . 
Motors veliclesimer arte rae в 
of which: Lorries 
Buses 
МООА fo gs nl. 
Trailers for lorries and tractors. . . 
Automobile spare parts. ...... 
Shipssand tankers seamen eee 
Fishing boats and tenders 


Agricultural machinery 
Eractorsieewn ote en See ce 
of which: Tractor cultivators . ... . 
Agricultural machinery. ...... 
Grain combines sar ae eee eee 


Construction and road-building machinery 


Excavators 

Auto-graders 

Equipment for production of 
Building materials ........ 
Pre-cast concrete 


oh Vet ah OW te) eh rel te. | mee 5 


cle Cece ВЮ Па Зах 


Chemicals 


Caustic soda 
Calemed#sodas ae в 


И А Бо оно обе о 
Syntheticxalconol ia. mn 
Syntheticn rubbers een enn 
Automobile tyres 
Mineral ета ет не, cee 


в ож а ав 


Timber and paper 


Marketable timber. ........ 
Sawn timber 


cea: eed: И Ue ow en cele e 


ee fie ty ее ча о oe OP Ех 


Building materials 
Asbestos, kaolin, mica, etc... ... . 


Ci a, Ва ор Ome SO Oe G7 


as” Не fc pk. ee er sy < 


of which: window glass . . 
Reinforced concrete sections 


Soft roofing. ... . 
Walling materials 
Ceramic components. . 
СЕРАЯ МЕ с ов бором оо 


е Calculating machines only. The first electronic computer was completed 


in 1955 (Pravda, 4 December 1955). 
Х Radio-measuring instruments only. 
& Production began in 1950. 


Boe 


TABLE XXVII 


Expansion of consumer-goods output in the 
Soviet Fifth and Sixth Five-year Plans 


Percentage increases over year preceding the start of each plan 


Commodity Fifth Five- | Sixth Five- 
year Plan year Plan 


Cotton Таро 23 
Woollen абс... 45 
Keinensfabricstcs ee ВЕ. 82 
Silk: Габон. 104 

Of. which) :Rayoni: С Galen. о 199 
Ready-made clothing. ... . 52 
а о во АУ о 6 35 
Leather footwear ...... 53 
Clocks and watches ..... 71 
Radio and television sets. . . 155 
ОО зовосооб 320 
Washing machines. .... . 510 
Sewing machines ...... 135 
Motor-cycles® т... 62 
Bicycles с се > 47 
О о о ао 106 
Granulated sugar ...... 91 
Мед с. 78 
Fish:catchweanee асе. эй 
Dairy products? ...... 86 

Of which Вицег. - с и 56 
WESSANE со 5b co a ae 65 
5 oro 5 5 oo oo we 78 


Sources: Table XXX and Pravda, 15 January and 15 February 1956. 


@ Increase over 1952. С State industry only. 
Ь Increase over 1953. а In milk equivalent. 


| 
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TABLE: XXVIII 


Share of new plants in output increases planned for certain industries in the Soviet Sixth 
Five-year Plan 
Cr oot Se ee cee eae et Real tec О Sen le в д do ВИЙ И НИИ 


Commodity | Percentage Commodity Percentage 
ee ЕР ee oe ee aR”, > | 


Cardboard Mite. a 5 « ofr. ws 88 ANCES ee a RE oe Pon oe Mies 53 
ANAVTGOVET TOO se? he о о. a galls 80 EXCavVatorsmre hasta. a) Gr eae 52 
Motorevehicle-tyresi, . . 0.4. .- 76 TOOdecan ning до inane 49 
Eiehtousproducts . 0.05.) ее 75 Caustic¥soda@eeneqne. ite une 47 
DPOLTOONN See ar eee cg hs 73 Hy dro-tirbinesmes sys en cee 46 
Forging and pressing equipment .. . 71 MOO WOME Боро 5 6 a Ga 45 
Galcinedasoda” оо. ме. 70 Slates сон а eer Rete atte, Чо 44 
есь о. 68 О о а 44 
В о ет 66 Pinenatabrics samo ее 44 
Ооо Seo es Е eee 66 а yee Вы os ae 40 
О. 65 О а а а + 37 
О о о о О ВАА 65 Wicateprocessing 6 ово юоес 37 
Chemicaliequipment= .....-. . 65 га От on BS Bolo BoB & « 36 
eather 1Ootwear ce. ее. 64 Weretable oil ое 36 
а В. 61 Metal-cutting machine-tools .... 35 
ОР © оао ие Sony ote 60 FLTaCtOrs Gar ane ia м 31 
Biectricelocomotives 42.0.1. . - + - 60 Window: glass, то bs. a hae oe 14 
A eHneauCOPPere si 2 cA ss ctees = 58 Railway passenger coaches... . . 11 
(Cais HCI | ee eats (earn 53 


Sources; Pravda, 15 January 1956. 


TABLE XXIX 


Gross industrial output 
by Republics of the Soviet Union 


As multiples of output in the base year 


1950 1954 1955 1960 
Plan | Actual | Actual | Plan 


1940 = 1 1950 = 1 | 1955 = 1 


СА о ee ee 1.56 1.64 1.74 ДО 
Ukraine). e ) « 1.0 1.7 1.9 7 
Byelorussia ..... 1.16 1.7 1.7 
Wzbekistan! с... 1.89 1.78 1.6 
Kazakhstan)... <). 2.2 1.53 1.78 2272 
бога 9, бан 1.50 ты ОДО AGS 
Azerbaidzhan .... 1.18 4S Aa ЗБ eed, 
ithudiiaere че 1.80 2.0 25 1.8 
Moldavia js... - 1.78 a 2.46 1.7 
И ees Oa Anis 1.80 1.74 2.0 1.6 
Kan ei Вуда рано 2.1 1.65 ie 15) 
Tadzhikistan 25. . - 1.56 gp $e 1.4 
Е arent) os 22 1.79 2.0 1.7 
тагкреа м в 1.76 1.6 1.82 1.6 
ЕО с. L- 3.0 2.0 1.6 
Karelo-Finland. ... itl 2 те 1.6 


Soviet Union. . . 1.48 1.65 1.85 1.65 


_ EEE 
Sources : See Appendix С. 

@ Industry under republican and local jurisdiction only. 

Ь Plan. 


В 


TABLE ХХХ 
Soviet industrial production in the Fifth and Sixth Five-year Plans 


1955 | 1960 


х : 1940 1950 1954 1955 
Commodity nls Actual | Actual | Actual Plan 4 Actual | Plan 
И nem ROR TEE ee ee 
ENERGY 
Coal. Carats. cee ACE teas Million tons 166 261 346 372 si У 
Соа ава зае оао, оо. Billion cubic metres .. 6 me 11 
Natural caste. Блоосовеее ee 7 8 36 
Crude Oise ae eee, Million tons 31.0 37.8 59.0" 70.0 70.7 135 
Peaterr ar tee они 32.1 42.4 52 54 55 79 
[cis PME? 5 зозоаобсеа Million MWh 48.3 91 150° 163 170 320 
; — — 0.007 — 0.014 ITS: 
Atomics DOWCl mess eee men Cae 
Aggregate in coal equivalent? . . Index 1940=100 100 150 204" 226 232 377 
METALS 
О ke ae Million tons 15 19 30 34 33 53 
Grudeysteel fae a eon eee: 18 27 41 44 45 68 
О Я о ооовов 13 ИЛ 32 34 35 БУ 
Е о би, 1.24 е ИЗ Л 2.30 as ги ata 
ENGINEERING 
Gross volume of output ..... Index 1940=100 100 230 437 460 506 910 
Heavy engineering 
Oil industry equipment ..... Thousand tons 10.7 32.3 si 113 48.4 120 
ЕЕ ЦИИ оо во yee Million kW L4 DSS 4.3 5.8 4.1 10.5 
Hiydrogturbinesas о оо шо i 0.3 12 23) 1:5 2.6 
епега от ое Cee ie 0.8 3.9 ae 4.5 Il 
Metallurgical equipment .... . Thousand tons 28 134 153 248 172 280 
Forging-pressing equipment . . . Thousand units ie tis es ces 13:5 25.8 
Metal-cutting machine tools ... 50 1p 92 105 105 200 
PATA: © Bh > Be bee Billion roubles & ms 0.7 т tr 2 7 
Chemicalmequipmentim smn Thousand tons 56 43 109 140 113 208 
Transport engineering р 
Electric locomotives. ...... Units — 85 157 A 194 550 
Diesel locomotives ....... — ae se ae 136 1 630 
(Св НЕЮ бозбъа но м. Thousand 47h 1464 24 2. 34 52 
Passenger coaches. ...... . ны 2.6 me Ae leat) 28 
А оао Е ae enn ene Thousand 147 368 405 442 445 650 
IM OtOr=Cy CICS mena ee er ae aes 135 190 (225) 8 244 395 
Agricultural engineering 
All agricultural machinery! . ... Billion roubles & 0.4 * Dee 4.8 * ap 5.9 9.5 
LTACtOIS we. cake cd Guys .ad7s ene Thousand 31 109 136 81 * 163 322 
Grainycombines ae 13 46 39 : 48 140 
Windrowers eae ие: — —& 0.7 — 2.5 50 
Light engineering 
Bicycles FE Cpt he nye es aa Million 0.27 0.64 2.38 2.29 (3.45) 2.88 4.23 
Domestic sewing machines. . . . 0.17 0.49 1.21 = | 7.78 (2.62) 1.61 3.78 
Domestic washing machines ... Thousand — — 46° (196) 87 528 
Domestic refrigerators. . . . . . 1* я 94 * 200 151 635 
а ое Million 0.2 1.05 2.89 (3.77 *) 3.53 
Television sets... ... Е: 0.03 0.25 (0.76) 0.49 || 10-2 
Сапега Пе Thousand 40 * 260 * 770 * (1000) 1020 * ae 
Clocks and watches. ...... Million 2.6 7.6 16 16.1 (22.0) 19.7 33.6 
OO 
Sources : See Appendix С. 4 In tons of coal of 7,000 calories. Excludes firewood, gas (natural and 
Note. — Figures italicized are of planned output. underground gasification of coal) and combustible shale. 
9 As adopted by the XIX Party Congress in October 1952; the figures in ees 
parentheses represent the supplementary goals envisaged in the decrees on 1951. 
the expansion of consumer goods output of October 1953. 8 At 1 July 1955 prices. 
5 Hard coal, brown coal and lignite on а ton-for-ton basis. й In 2-axle units. 


с Excluding underground gasification of coal. 
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TABLE ХХХ (continued) 


Soviet industrial production in the Fifth and Sixth Five-year Plans 
о а ВОВЕ 


Commodity Unit 1940 1950 1954 1955 1955 1960 
Actual Actual Actual Plan 4 Actual Plan 
CHEMICALS | 
ЗНС SODA Wises ngm о Thousand t 
Gained Sada (codnvash) sand tons ee я ne es 585 565 1000 
Mineral fertili ae 0 1 410 1 440 2 420 
Пета Нет. 8. 5 Million tons 2.6 5.5 ® 8.0 9.6 
Artificial fibres: | aS ae 
Staple fibre and rayon Thousand tons 23 
Е = 54 
Synthetic polymers (nylon type) — 2* 222 | В: т 
В cA eG or et. =e — $s 
Artificial leather ........ Million square’ metres = a0 <i mae ih oye 
Rubber footwear... ..... Million pairs 68 105 105 (109) м 
NEED). 5 а И моя tons 40% fatty 0.6 * 0.8 1.0 (1.2) 1.0 
acid equiv. $ ы . 5 . 
OO a en ый, 35 518 | 69.9 и 81.1 
WOODWORKING 
Marketable ,timber Million cubic metres | 119 162 190° 253 197 264 
Ве о Мо 30 + 33 * : 50 * 58 80 
р-он. Million tons 0.81 1.19 1.76 1.74 1.86 272 
Furniture а ewe Billion roubles 8 ae 2.5 6.6 (7.7) И. 1 14.6 
О Пе % Thousands 13 * 15* 31 * 42* 42 * 
НЭ MI рае een. sh sca sss Billion boxes 11* 10 * 16* 19 * 
BUILDING MATERIALS 
Gross volume of outputi ..... Index 1940 = 100 100 209 403 420 460 as 
ORIG, agin 5 Senge eae ee Million tons 5.8 10.1 * 19.0° PRY 22.4 58) 
Slate с: к Billion sheets 0.21 0.44 0.97" 1.14 1.49 3.05 
Window glass SS ee ee Зах Million square metres 44 84 86 AG 99 155 
IBTICKS =. Е Billion ye 12 * 21* EVE 24 * 5 
Asbestos, kaolin, НО, >’. Swe Million cubic metres 100 * 65* on 160 * 290 * 
Precast concrete sections. .... — 17 3 5 29 
TEXTILES AND CLOTHING 
Cotton fabriCS о tee ows Billion metres 3.84 3.90 255 6.18 (6.27) 5.90 7.27 
а С. о еее Million metres 270 420 290" (406) 305 556 
ООВ АВЕ. 5 А в о. 120 155 242 239 (271) 251 363 
а ОС еее 78 130 516 400 (573) 526 1074 
Е Ик Geico ss Million 187" 213 * 406" (470) 431 580 
Ready-made clothing ...... Billion roubles & Ls 30 * 46.2 49 (50) 51.3 78 
Leather footwear ........ Million pairs 205 226 281 318 (318) 299 455 
FOOD, DRINK AND TOBACCO 
Е о О Ss es ss Million tons 1.15 1.27 2.16" | 2.43 (2.55) 2.22 3.95 
Sausage products ........ 0.40 0.48 0.77 (0.85) 0.83 AD 
О о Seek ee 1.4 1.7 2.6 2.7 (3.2) 2.7 4.2 
зу Produce? =... = = =. ia 8.5 11.1 с 135 25 
О ое ое Thousand tons 206 319 369 550 (560) 436 680 
еее See ty cdots Beech оо. 37.1 48.2 86.3 112 (135) 105.3 
MAT CATING sO os 8. sais) 5. 2s. 118 194 357 350 (450) 364 Ee 
Wegetable ой... =e + + Million tons 0.71 0.78 157) 1.38 (1.50) 1.12 1.84 
Granulated зиваг........ 2.15 2.53 2.61 4.5 (4.8) 3.42 6.53 
Macaroni products ....... Thousand tons 370 * 442 880 (1 030) 994 . 
Minned foods. ......... Billion tins 1.0 1.48 2.6 3.0 3.14 5.58 
Е с. Million decalitres 112 129 185 224 (232) rf 
о... 16.5 14.4 32.9 33 (34.5) 34.5 
Champagne ee sales i: te see ale ce Million bottles 8 14 18 (20) 22 
RGipATetteS ses oe 4 8 ss Billion 100 125 207 (215) 


i The values for 1955 and 1960 appear to exclude tractors: the index numbers 
_ used to work the series back from 1955 include tractors produced by the 
‚ Ministry of Tractor and Agricultural Engineering, but exclude agricultural 
_ machinery produced by other Ministries. 


J Ministry of Building Materials only. 


k Possibly output of Ministry of Building Materials only. 
Г 1952. 

т Including artificial fibres. 

п State industry only. 

о In whole milk equivalent. 
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TABLE XXXI 
Industrial production in Bulgaria 


1956 1957 
1955 Plan Plan 
: : 1953 1954 
Commodity Unit Actual АСЯ г 
Аа! published in 
Plan | 1955 1954 
Mining 
Lignite:4ahs. ob) a Ae eae & ae Million tons 8.4 9.0 10.4 10.3 11.7 14.0 
ЕСС poweranm a ene Million MWh , 1.6 1.8 2.1 2.1 2.4 2.8 
Basic materials 
А-П. FRR) ws Oke Thousand tons ss ss ao a8 aA 113 
Фа СЯ о ое оо ас м Ae Ht Sg oe 250 
Rolledsproductsiaee 4. о ae >. Ss ss 180 
Lead gir vo. с Dall 3 as 3.4 bs 10 
Ali ee Bef р ПО: Е A 4.5 
Chemicals 
Sulphuric acid®....... Thousand tons 24.1 255 334 32.4 Se 39.9 
Building materials 
Cement ee Ch ot oh GeO. tO Lea Thousand tons 714 793 879 825 881 1210 
Bricks seus trees pole wok Gs Million 567 618 ore 655 
Light industries 
Cotton: fabrics aren eee Million metres 119 125 133 139 145 147 
ие а ое aac ae Million pairs 1.3 2 ie a ae 4.8 
Рарег ока а Thousand tons 28 30 Pa 38 ae 38 


Sources: Plan and plan fulfilment reports. 
Note. — For figures for earlier years see Economic Survey of Europe in 1954, Table LVI, р. 265. 
а Including a small proportion of hard coal. 5 100 per cent of H,SO,. 
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TABLE XXXII 


Industrial production in Czechoslovakia 


1953 1954 1954 | 1955 | 1956 | 1960 
Commodity ant sae 
Physical units Index numbers — Previous year = 100 numbers 
ии 2 еек Se oe cm + 419556100 
Mining 
Hard coal . в. Million tons 20.3 215 108.5 111.3 106.2 107.9 106 
Brown coal (including lignite) .... 34.4 38.7 107.9 110.2 109.3 105.2 112 137 
ОО a eres Nee же. 2:5 25 110.4 100 a 111.0 118.5 е 
Blecinicapowermem. 2-4, . boost, см Million MWh 12.4 13.6 112.2 1697 110 110.3 110.3 170 
ОВСА А a a sors so kets sg eM. Index number |  — —= a of ее a а 150 
о 51...91, Million tons 2.8 2.8 | 108.3 100 ue 107.1 | 112.6 130 
СОЗ дрели 4.4 4.3 104.5 97.7 107 104.7 113.14] 120 
В ОДЕС ром, 29 3.0 113.4 102.0 acs 107 108 115 
BRENUCAIUNGUSITY ие. — — С г 1114 te 
Sulphuric acid Se ee ee Thousand tons 312 343 ac 110 Ob one 111.4 150 
Nitrogenous fertilizer Dee ere ee 38 42 119.3 110 140 157 113.5 
Phosphate fertilizer* ........ 4 90 | 1198 121 122 17 1108 0 
Rayon аи sac «less Index number ai hid 114 as 135 oc 110 
synthetic polymer fibre ....;... ae ee 125.8 131 
Building materials 
Cement ge О оО Million tons 2.3 PhS) 121.7 110 113 113 109.1 
Lime ae ee м, a SS 1.1 1.2 117.6 111 ne 122 110.4 
ISHIGKSME MEMEO и. сы Billion 1.3 1.4 117.3 109 116 114 115 
Engineering industry ........4.. Index number — — 107.9 fe 110.4 109.3 | 113f 180 
moriculturalemachinery—. ...... — — 164.4 250 ae 187 148 as 
АС ОГ Mee ete ee re he ss 8s Thousand 8.1 10.3 ва 127 AS 152 140 
РЕ енот. И. г, Index number as 55 fie 152 me es 152 
Piston ‘compressors—. ...:...... = si ae re ae ae 214 
Machine ОО ео. x a x ate ee brs 245 
Food-processing machinery. ..... т ой att ae a т 160 
Тезие тпасшиегу „а... ss ae nt Be ar ze £ 167 
Paper and printing machinery .... вы Ae Mir au 34 a 138 
есче EM ee ema Se Ss $ 2 Pa aA ar oe 200 
SPEIOVISION SEIS oA) ge Foss wre Gel a в: 1215 122 ae oe 260 
ООС АЕ se) sis a OS ee se is Ar os ae es 230 180 
ВУ се... — — i es 1210S 12637 107.1F 
ОО ри eee Ct ts ss eee ss ВиО Thousand tons | 317 330 103.2 104 ate 104 103.2 
ОН Оо ны oy ва а Index number vd we 102.7 as В 98 108.5 
BOOGINAUSTFICS он о с — — se se 109.5 113.9 105.7Ff Re 


Sources : Ufedni List, RCS, No. 115, 17 September 1953; Statisticky Obzor, No. 2-3, 1954 (given in absolute figures) and No. 10, 1954; Pldnované Hospoddfstvl, 
No. 4/1955 (given in absolute figures); Rudy, No. 5, 1955; Horntk, 21 April 1955, Hutnik, No. 5,1955; Rudé Pravo, 18 and 30 December 1954, 6 January, 3 February, 
14, 22 and 23 March, 3 June, 14 August, 16 September, 18 October, 7 end 11 December 1955 and 15 February 1956. Stavebnik, 8 November 1955, 3 January 1956; 


Prague News Letter, 22 January 1955. 
Note. — For figures for earlier years see Economic Survey of Europe in 1954, Table LVII, p. 266 and Economic Bulletin for Europe, Vol. 7, No. 1, Table II, p. 43. 


? Plan announced at beginning of year (Sbirka Zadkonit RCS, 2 February 1954). f Plan announced in August 1955. 
› Plan announced in August 1954 (Rudé Pravo, 15 August 1954). 8 In terms of nitrogen content. 

> Plan announced in December 1955 (Rudé Prdvo, 11 December 1955). h In terms of plant nutrient. 

> Plan for 1956 announced in August 1955 (Rudé Prdvo, 14 August 1955) i Textiles, footwear, paper, etc. 


gives an increase of 32.1 per cent over 1955. 


= B3s'= 


TABLE XXXIII 
Industrial production in Eastern Germany 


1936 | 1950 1951 1952 1953 1954 | 1955 
Provi- Plan 
Actual а a 
Mining 
И, оз оно щоб Million tons 101.1 137.0 151.3, 158.5 112.8 11819 201.4 225:2 
Brown-coal briquettes ......... 23.5 ЭЙ 41.5 43.6 45.7 46.9 50.9 60.8 
Troneore (ото se =. 2 4 =e ae 0.4 0.4 0.5 0.8 1.4 15 7 3.7 
Соррегаоте (ето). 1.1 0.8 1.0 1.0 1.3 1.3 3 274 
Несе роже те ее ae Million MWh 14.0 195 PALSY 252, 24.2 26.0 29.2 33.4 
Basic materials 
РО с Million tons 0.2 0.3 0.3 0.7 1.1 ips! 135 2.0 
Gnidegstecligingotso ооо о 12 1.0 1.6 1.9 2.2 23 2.5 ЕЯ 
Hot-rolledestecli@ae пе 0.9 0.8 1.1 ikea} 1.5 157. 1.8 22, 
Chemicals 
Sulphucicgactdu( SOs) mare eat Tae Thousand tons | 301 245 289 302 364 434 483 450 
G@austiczsoday (Мао... 124 150 184 209 221 228 250 300 
Calcined soda (Na,COs)....... 378 103 122 191 297 372 460 640 
Nitrogenous fertilizer (М ...... 229 231 252 257 265 277 292 300 
Кап Mere ot ое о. 1 9 15 17 19 21 22 35 
Building materials 
Cemente mace о: Million tons 15 1.4 17 2.0 2.4 2.6 3.0 4.0 
ВК вы. се Billion 3:7 1.4 17 1.8 1.9 19 2.0 a8) 
Light and food industry 
а ое Е Million m? ers 289 362 392 434 483 505 525 
Naturalayarnsicmsm ее... Thousand tons | 213 171 201 209 229 243 250 262 
Knitted outer- and underwear ... . | Million pieces oh 58 81 102 117 133 118 136 
SOCKSeaNGEStOCKIN оо men ae ince: Million pairs 322 146 180 167 141 147 140 230 
ТОО о о пъобБоноова 15 8 11 14 18 19 18 24 
Refined esugaind a. a men rr Е Thousand tons | 618 605 738 690 725 733 5 891 


Source : Information supplied by the State Central Statistical Administration. 


Note. — The figures differ in some cases from the estimates published in the Economic Survey of Europe т 1954, Table LVIII, р. 267, and the Economic 
Bulletin for Europe, Vol. 7, No. 1, Table Ш, р. 44, most of which were based on an estimate for a base year and officially published percentage increases. 
a After 1950 includes semis for smithies and press workshops. с Excludes rayon, staple fibres and synthetic fibres. 


6 Excludes cloth for sacks and packaging and so-called rough-yarn cloths. d The previously available series referred to raw sugar. 
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TABLE XXXIV 


Industrial production in Hungary 


1955 
Commodity Unit 1953 И т НЫ ЕС 


Actual 
ctua Actual Plan Jara Plan 


Mining 

Hard coal and lignite . . . . | Million tons 2153 PAVE 22.9 223 24.0 

Crudé.oi73 Aan. ee. a 0.8 1.2 1.6 1.6 тЫ 
Electric power. . . . . . . . . | Million MWh 4.6 4.8 5.3 5.4 5.9 
Basic materials 

Crude steel. sa see. Million tons 1.54 1.49 1.57 1.63 acs 

Rolled products ....... 0.84 0.82 0.85 0.88 0.93 

PACU AIA oe te ee tec oc Thousand tons es 132 160 155 on 

Alominium: 20.9. < : ee. 5 He 32.8 ae 37.0 41.0 
Building materials 

ее к = sat . . . | Million tons 1.06 0.98 we de 

STICK See | ile Bees 6 Sas: . . . | Billion 35 1.14 i 1.2 
Engineering 

Milling cutters. =... . . | Thousand 3: м a. 0.78 

Machine drills... .. р ee 5 ne 2.52 

Railway carriages ...... a4 a Ee 0.30 

ео a Aa Nee) << = 1.35 

WiheeledutractOrs. р. 0.8 3.9 5.8 4.6 Ae 

BICVCICS en mes Os ey oe se 136 174 219 NUT 2.82 

Sewing machines (domestic). . 24.5 28.3 a3 46.1 50.0 

WV IEE LESS SEES aca И 155 ae 240 а 373 ES 
Light industries 

‘Cottontfabrics-heee о Million m?* 209 227 ой 237 = 

Woollen fabrics ....... 16.1 21.6 5 26 27.6 

ПЕРА: а. - + 2% ей 16.3 5S 20 21.4 

Leather footwear ... .... Million pairs 8.4 10.6 i 12.3 13.4 


Sources: Plan and plan fulfilment reports, Sz~pad Nép, 17 November 1955; Kézqazdasdgi Szemle, No. 12, 1955, р. 1427. 
Note. — For figures for earlier years, see Economic Bulletin for Europe, Vol. 7, No. 2, Table I, p. 95. 
а Based on the Plan for 1954. 
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TABLE XXXV 
Industrial production in Poland 


1949 1950 1951 1952 1953 1954 1955 1955 
Commodit Plan 
: Actual Me trade 
mcr Coal Sha. ee te en he Million tons a) is ae a oft ae ee i 
А в 0.7 08 09° 10 13 151% 3.0 
Е a eee 5.8 60 64 74. 19 во 9.5 
Electrics ОИ со вопвово Million MWh 8.30 9.42 10.51 11.98 13.68 15.47 17.79 19.3 
т Пе Million tons 1.39 1.53 1.62 1.84 2.36 2.66 3:12 э5 
СтоЧе ее - 2.30 2.52 2.79 3.18 3.60 3.95 4.42 4.6 
Rolled products ....... 1.5 1.8 2.0 22 Yi) #24) 3.0 57. 
ZAC a es eee НЕ В Thousand tons 108.3 113.6 117.8 124.9 1384 142.1 156.3 197.6 
Chemicals ; 
ЗИ 29| ©, зо бовоб Thousand tons 275.8 | 284.6 277.4 347.9 370.3 419.2 448.5 540.0 
Gausticusoda сы ово в 58 65 71 7H 82 87 101 162 
(ВЕ Бо ооовос 162 40 160 165 180 191 210 389 
Nitrogenous fertilizer а 73.9 77.8 79.8 75.5 83.9 99.6 154.4 230.8 
Phosphorous fertilizer а 73.6 82.5 80.5 102.0 108.8 120.7 130.4 250.0 
ДАНИЕЙ GIS Son Бо бов 9.0 9.5 10.5 11.9 13.1 13.9 15.4 16.6 
Synthetic polymer fibre Ton 20.2 3.7 76.2 195.2 292.7 359.3 532.96 as 
Building materials 
ees WR ate UPN И oS, Million tons 2.3 2.5 2.6 2.6 3.3 3.4 3.8 4.95 
Engineering 
Railway wagons ....... Thousand 15.4 15.8 16.4 16.9 17.4 20.5 21.3 19.4 
Motorslorriesin neces ec 0.2 0.8 P27 7.0 9.5 10.5 10.4 25.0 
Motorcars 6 ees —= — 0.08 1.6 1.6 ЕТ 4.1 12.0 
в fo teeta ce ox le Thousand DWT 12.3 17.3 26.7 37.2 65.5 887 11038 
Agricultural machinery and 
op! 6 6» 6 5 8 0 Million zloty с 48.5 49.5 60.2 62.5 93.4 150.3 193.9 a 
Е оо ми Thousand DES) 4.0 4.1 6.0 6.9 2 7.9 11.0 
Metal-working machine tools Thousand tons 9.4 12.1 13.0 16.8 20.2 26.2 27.8 = 
Metal-working machine tools Thousand pieces 5.4 4.1 5.9 12.3 10.1 12.5 13.9511 122 
Wood-working machine tools Thousand tons 0.4 0.6 0.9 iS) 22 1.2 5 
Wood-working machine tools Thousand pieces 0.3 0.5 1.1 1.9 1.2 1.4 1.66 а 
А оО 3 ооо Thousand 4.2 bs 11.0 vs 13.7 19.8 30.1 Pai 
BICY Cles о Srna gi See 91.1 99.3 124.5 237.0 303.4 373.2 447.8 oh 
О оо ве ae в 66.1 116.1 156.9 215.0 267.6 307.7 461.6 | 300.0 
Light industries 
о В ain ee > gaia Thousand tons 90.7 92.1 94.2 95.1 103.7 108.8 114.05] .. 
WOOlEN Waifs 6 oo o ee о 38.6 41.9 43.8 44.4 50.2 50.1 51:46) 
Cotton аи. Million metres 406.3 | 433.0 463.3 472.6 501.0 526.1 568.2 607.7 
ОИ 9 во ово 50.1 56.4 61.5 64.0 70.4 71.1 75.4 74.9 
Икар О hacer eee 47.7 57.5 66.1 68.1 68.1 74.9 80.9 103.9 
Leather footwear В. Million pairs 7.3 12.8 18.0 19.6 20.8 7 24.1 222 
Рарег и о wean Thousand tons 265.2 | 292.3 336.8 348.3 355.6 366.2 402.8 530.0 
Food industries 
SUgareea ie cr og ee Million tons 0.75 0.96 0.86 0.83 1.11 1.04 0.98 1.10 
WINGMEN Не Thousand hectolitres 158.7 | 220.9 299.8 390.5 430.5 574.5 683.7 354.0 
Вес ее. cc, et Million hectolitres 2.53 3.46 3.79 4.23 4.98 5.25 5.19 6.0 
Seastish ео Thousand tons 59.3 66.2 71.8 86.8 89.4 100.0 107.0 ak 
тратя arene ни Billion 21.3 25.3 33.0 30.4 32.5 32.5 37.4 30.0 


Sources : Plan Fulfilment Report (Trybuna Ludu, 1 February 1956) and Nowe Dr 
products the figures for the years 1951 to 195 


(The 1955 plans were pi blished in Dziennik Ustaw (Official Gazette), 


cement, railway wagons, motor lorries, motor-cars, tractors, 


@ т pure content. 
Ь Provisional. 


percentage increases in the 
No. 37, 30 August 1950, pp. 427-450): iron ore, 


с In constant prices. 


ogi, Мо. 1, 1956, р. 94, which give fi 
5 were obtained by applying the annual 


gures in physical units. For the following 


plan fulfilment reports to the 1949 figures. 


) ‚ rolled products, 
motor-cycles, bicycles, wireless sets, cotton fabrics, woollen fabrics, 


4 Included in metal-working machine tools. 


caustic soda, calcined soda, 


leather footwear and cigarettes. 


Commodity Unit 
Mining 
а seer Sieh. bears Million tons 
О. и. 
ме аре ра би... Billion ш? 
ео аи Thousand tons 


Million MWh 
Basic materials 
Pig-iron 
Crude steel 


Thousand tons 


ead eae Жо. 


Chemicals 
Sulphuric acid 
НЕО От. .. 


Thousand tons 


Building materials 


кс... ГМов tons 


Engineering 


Tractors Thousand 


ee Mh ie we АКС 


Light industries 


Cotton yarn Thousand tons 


ae jc se eee os 


Cotroneiabrics] os... BiG.) Million m?* 
Woollen fabrics... . 2. . %. 

PAIL fOOtWEeaT Goch ос om Million pairs 
Е: 2 ОЕ @ Thousand 


Food industries 
Sugar 
ЗИ СУ ое we es 
Meat preparations and conserves 
Meat (live weight). ..... 
Fats 


Thousand tons 


eer eat siete ene, ce) pel el ele 


Bale 


TABLE XXXVI 


Industrial production in Rumania 


Actual 


1951 


Actual 


1952 1953 1954 


Actual 
provi- 
sional 


Actual Actual 


ital 


3.5 


164 
26.1 
13.3 


100 
87.7 


882 


5572 5.4 5:5 6.2 
7:9) 9.1 9.8 
oe 35 3:7 3,9 
649 


2.9 3.4 3.7 4.3 


390 456 432 575 
695 716 627 765 
607 502 567 
11.1 
80.6 87.8 73.6 92.0 
60.2 80.0 


1.5 1.9 1.6 2.0 


4.3 Sell 5:3 


re pe nif 46.0 

190 197 211 245 
27.3 28.9 30.0 31.0 
38 13.3 17.7 

23 59 90 

89 100 97 135 
43.0 47.7 64.4 48.0 
be 33.3 39.0 

283 326 440 

at Bh as 150 

997 1286 942 980 


Sources: La Roumanie Nouvelle, 15 November 1955; Munca, 3 November and 24 December 1955 and Plan fulfilment reports. 
.— The fi for 1950 and 1955 have recently been published in absolute terms. They diffcr in some cases from those published in the Economic Survey 

of я 1954, Table LXI, р. 270, andthe Economic Bulletin for Europe, Vol. 7, No. 1, Table I, p. 42. The figures for the years 1951 to 1954 have been obtained 
by applying the published percentage increases shown in the yearly Plan Fulfilment Reports to the absolute figure for 1950. 


а Original version of the Five-year Plan. 
Ь Approximate figures. 


1955 


Plan 


1960 


Plan 


published | published 
in 19504] in 19555 


8.5 
10.0 


700 


1 235 


210.0 


3.6 


6.0 


c 1938 figure and the subsequent series are different from the previously 
released official statistics. 


оо 


TABLE ХХХУП 
Five-year plan fulfilment in Albania 


к 1955 | 1955 
Unit Actual Plan 
| 
Value of gross industrial output 
Total ФП ot ote 5 вЫ oe oles Billion leks at 1950 0.93 3.27 10.21 11.10 
prices 
Of which : 
Co-operatives and handicrafts. . . ots 1.47 2.00 * 3.20 
Statewenterprisess. seen eee hes 1.80 8.21 * 7.90 
Of which: 
IMI Peeters бе 0.13 0.45 0.77 1.38 
Building: materials ee 0.02 0.18 0.95 0.68 
Metaliworking semen) ae eer: — 0.05 0.30 0.18 
Textiles and footwear ..... 0.04 0.20 1.19 1.94 
IRGOdeprocessin а о оборо 0.19 0.34 1.07 2.05 
ОЕ в. а: в 0.58 3:93 1.67 
Industrial products 
©) AB rate ee ws Sees oe pe Thousand tons 42 132 263 263 
ChromesOre: пис ee a — 52 146 120 
Соррегари ее ее — 0.9 0.8 2.5 
GeMent ee вх с ес * 15 34 58 
Blectricapowetraen ne по Million kWh 4 21 5 121 
(СБОИ, О о не роза пон песо ae 1.1 17.9 21.5 
Кообеаге Е о а Thousand pairs ne 272 563 598 
Macaronis products в Е Не Bi. 4.7 13.1 9.8 
Бар eect ak ce eyes Ry, 1.0 2.8 37 
Agriculture 
DOWN Alea arr ae ee eee eee ne Thousand hectares 222 330 376 385 
(GTaine Crop sere seta в. Thousand tons 182 200 318 284 
meebo lene) 5 до ооо и 6 94 100 
dractorsparkuetiee о, 2 eee Units — 200 936 700 
Transport 
В оао, WR о. Million ton-km 8 37 105 110 
Rail gr ии at eck ae — 8 20 42 
Sea Е о Е Million ton-miles 5 11 8 23 


Sources: See Appendix С. 
а Electricity generation, output of the Ministries of Trade and Procurements, and local industry. 


See aes 


Appendix C 
NOTES ON SOURCES AND METHODS 


(For page reference to the notes on particular tables, see the Table of Contents, pp. vi-xi.) 


I. GENERAL 


As in previous years, the statistics given should be regarded in the first place as basic documentation for the economic analysis 
made in the Survey. They are therefore somewhat different in nature from statistics normally published in statistical yearbooks 
and other publications of a purely statistical nature. First, when no official figures are available, it is often preferable to have 
an estimate rather than no figure at all. Consequently, estimated figures which have a wider margin of error than is usually 
allowed in statistical publications are sometimes shown in the various tables. In the second place, the available national statistics 
have, for the sake of comparability as between countries, often been adjusted to more uniform definitions. For this reason, 
the figures shown differ in many instances from those given in national publications, or in other publications of the United Nations 
and its specialized agencies. Finally, the methods of compilation have been chosen with a view to the special use for which the 
data are intended. This does not necessarily mean that for other purposes other methods might not have been preferable. 

Where a table gives totals for a number of countries, these totals always refer to the same group of countries for each period 
shown. In cases where figures for a given country are not available for one or more periods, estimates of these missing figures 
are included in the totals. Except where otherwise stated, area totals include estimates for those countries for which no data 
are available, or assume that the series for the missing country moved in proportion to the average for the other countries. 

Slight discrepancies between constituent items and the totals shown in the tables are due to rounding. 


All tables include information received up to mid-January; in Chapters 6 to 8 it has been possible to add data received 
up to mid-February. In general, the more recent figures are to be regarded as provisional, and subject to revision. 


Methods of Reference to Sources 


Wherever the sources for a table have been few and the methods used self-evident, the necessary references have been given 
under the table. All sources referred to in this Appendix are listed systematically at the end of the Survey and are given a number, 
by which they are referred to in the succeeding notes. 

Information on sources is given in the following order: first the department, institution, or other authority responsible 
for the publication (or in the case of books, the author); 1 where the site of the issuing authority is not the capital city, the place 
of issue is indicated, this being followed by the title of the publication; the place of publication is then given, if different from 
the place of issue, and is followed by the mention of the publishing house (where different from the issuing authority) and (for 
non-periodical literature) the date of publication. Finally, for periodicals an indication is given of the frequency of publication. 
Such details are omitted when they are already apparent from the wording of the title (e.g., Monthly Digest of Statistics for 
periodicity, and Maandschrift van het Centraal Bureau voor de Statistiek for both periodicity and issuing authority). The publisher 
is not normally mentioned for official publications. In addition to the foregoing exceptions, there were a few cases where full 
bibliographical detail was not known. 

If no particular issue of a periodical is indicated, it is to be understood that various issues of it were used as a source for 
the statistics. If, for any country, the title of a publication is given in a language other than the national language of that country, 
it is to be understood that a translation of the publication exists in the language indicated or that the edition is largely bilingual. 


П. RECENT ECONOMIC DEVELOPMENTS IN WESTERN EUROPE 
(Tables 2, 4, 6, 10, 11, 14, 17, 1Х-ХХШ, and Charts 1-3). 
Indicators of changes in the volume of investment (Table 2) 
Investment in building and construction : The figures are the same as those used for Tables 29 to 42, except for the United 
Kingdom, where the building component of the index of industrial production has been used. 


Dwellings : Figures of starts and completions refer to the number of dwellings, with the exception of Belgium, where 
authorizations refer to the number of licences granted and completions to the number of buildings. The data have in general 
been taken from 31.3, supplemented by national statistics. 


Industrial and other building : Starts or authorizations are based on value, except for the United Kingdom and Denmark 
(floor space) and France and Belgium (number of licences). Completions are based on floor space, except for the Netherlands 
(value), western Germany (volume) and Belgium (number of buildings). The data have been taken from national statistical sources. 


1 For newspapers and ordinary commercial periodicals, this information is not given. 


Petey: 


Investment in equipment : The figures are the same as those used for Tables 29 to 42, with the exception of the United 
Kingdom. The figure shown for that country in 1955 is an estimate based on the distribution of metal supplies shown in Table 27; 
the range is based on minimum and maximum assumptions concerning the possible change in the share of defence in 1954 and 
1955 in total deliveries of metal products for investment and defence together. 


Home supply of metal products : The sources and methods used are described in connexion with Chart 2 (see p. 8). 
Retail sales of electric appliances : The data are taken from regular national statistics on retail sales. 


Stocks : The sources of information on stocks, whether in terms of quantities or in terms of tendencies, are the same as those 
which were described in detail in “ Short-term Business Indicators in Western Europe”, 31.4, Vol. 7, No. 3. 


Defence expenditure and receipts from off-shore deliveries (Table 4) 
The sources used for defence expenditure are the same as those for Tables 43 and 44. The figures for gross national product 
are taken from Tables 29 to 42. 
Data on off-shore deliveries have been supplied by the United States Government. 
The value of engineering output is that used for Table 2 and Chart 2, after adjustment to 1955 prices by means of an 
appropriate national price index for the output of the engineering industries. 


Changes in employment and unemployment in western European countries (Table 6) 
Employment 


Except for the building industry (and agriculture in Austria) all data on employment have been taken from the same 
sources as have been used for Table 56, while the data for agriculture in Austria are from 2.4. Data for employment in building 
are from 31.3. 

Unemployment 


With the following exceptions, the same sources have been used for unemployment: Austria : 2.4; France : 8.7; Nether- 
lands : 16.6; Sweden : 23.7. 


Hire purchase sales of durable goods and instalment credits outstanding (Table 10) 
The following sources, sometimes supplemented for more recent information by press reports, have been used: 


Austria: 2.6; Belgium: 3.5 and М. Tamplin “ Hire Purchase—On what Terms ? ”, 36.2, July 1955; Canada: 29.1, France: 
3.4, December 1955; western Germany: 8.13 and 2.6; Italy: 14.13; United Kingdom: J. Marvin, “ How Hire Purchase has 
Grown ”, 27.4, March 1955, and М. Tamplin 36.2, Joc. cit.; United States: 30.2. 


Imports of fifteen commodities inte selected western European countries by area of origin (Tables 11 and IX-XXIII) 
Country and Commodity Coverage 
Data in quantities and current values were taken from 32.3, 35.2 (iv), and national trade statistics. 


In principle, commodities are defined in terms of the Standard International Trade Classification as specified below; 
however, figures taken directly from national statistics may differ slightly from those given in SITC sources. 


Commodity 

Wheat®s « «.5.. Wheat and spelt (including meslin), unmilled. . ......2.2.2..2.2.2.. group 041 
Malzemeey conse Маме (COI) sit ec Sere ee Wes | sete: group 044 
SUSAD бас Stigar beet andi cane su lat prema eee ne о а group 061 
Соне Coffee*not’roasted= roasted he Fh LPT ye eee ee ee, group 071 
eLobaccomes ate ‘Tobacco, unmanufactured my. se. an eee ee oe ee Ве group 121 
Oilseeds™= 5 5. ОП 5ее 4$, oilenuts ‘and од, Kernels! ec sarin tate neice group 221 
Rubber Е Crude rubber, including synthetic and reclaimed... ........2... group 231 
ие ae ae Wood in the round or roughly squared, wood shaped or simply worked. . . . groups 242 
Wood pulp .. . Pulp, ааа papefiasa*. is ages wel eae ee ae ne ee ee iis: Bai 
WOO] и и о 8 ` Sheep’s and lamb’s wool, greasy ог back-washed, scoured, whether or not items 262- 
bleached ог“ Чуев "ns ate se КОВ ЗОО ee 01 and 02 

‘ОИ обор Cotton, including linters, waste, carded and combed ....... Jule tare group 263 
Crude petroleum Petroleum, сгабе апа partlyrefined §) 4). suc eeeee опр 312 
Refined petroleum Petroleum госте оо К ее а oan а ae 313 
Fats and oils . . пила ава vegetable: оз аватар : . eee 4 
COppCrn aera Copper and alloys, not refined and refined, unwrought. .......2... item  682- 
01а 


@ Except for the United Kingdom, where data refer to group 682. 


In addition, data in Table 11 include imports of coal (SITC “ se : 
a group 311) and of “ other metals "—i.e., b 
than raw copper (SITC division 68 less item 682-01). 5 See ee 


С ee 


Figures refer to special imports, except for the United Kingdom (general imports). Quantities are given for the actual 


weight of each article included in the commodity group; no conversion factors have been used (United Kingdom imports given 
in terms of capacity or other physical units have been converted into weight). 


Areas of engin are those given in Table VI, except for Latin America (which has been split into dollar and non-dollar 
countries) and “ other overseas countries ” (from which Philippines has been transferred to “ other dollar countries ”). 


Conversion into July 1954/June 1955 prices 


Typical prices used in Table 11 were computed on the basis of quantities and current values of total imports into the seven 
countries included in Tables IX-XIII, XV, ХУШ-ХХ and XXIII. 


1954/55 typical prices in dollars per ton 


Wheaties... Se 76 о as ree Oe ee, 1 590 
Maize=aoe foe eS 73 Cotton: i). Е. 785 
Sugars. sae AY OE 101 Coal hors. 2a SS ae 15.8 
Coffee р te ines) 1, 400: Crude И о о ae 20.7 
а СО о и смете 1320 Сорренто 740 
IRUDDer Merete ме oe oO 


For oil-seeds, fats and oils, refined petroleum, timber, wood pulp and “ other metals ”, where quantities are meaningless 
or unavailable, special price indices have been used, as follows: 


Refined petroleum : The index obtained from current values and quantities of total imports into the five countries for which 
quantities are given in Table XXI has been applied to current values of imports into the seven countries. 


Other commodities : Average western European unit-value indices, derived from official volume and value indices of the - 
principal European importers of the relevant commodity, were appropriately weighted and applied to current values of imports 
into the seven countries. 


The unit-value indices thus obtained (1954/55=100) were: 


1952/53 1953154 
@il-seeds, fats,and soils: с... 109 106 
Timber and wood pulp ...... 114 96 
Refined petroleum] a. oe. me ee 120 104 
Other: metais—- . .) Eo oces, S 115 91 


World trade by area (Table 14) 
Share in world trade in 1954 
The trade of western Europe with the United States is taken from Tables VI and VII and corresponding tables in previous 
Surveys. Total exports from “ other overseas countries ” have been derived from 32.1, November 1955 (Special Table В). 
Their exports to western Europe and the United States have been taken as equal to the corresponding imports of those coun- 
tries, adjusted to f.o.b. values, and their exports to “ other overseas countries ” are therefore a residual. 


Percentage increases have been computed from current f.0.b. values (similarly obtained), except for imports into western 
Europe from all sources (which are valued c.i.f.). 

The classification of countries exporting mainly agricultural products and mainly mineral products is the same as that used 
for Chart 3. 

The trade of the Soviet Union, eastern Europe and China with each other and the trade of Japan with all countries are not 
included in the table. 


Production and exports of selected durable consumer goods (Table 17) 


In addition to the sources listed below, information on production has also been received directly from Government 
departments: France : 8.18; Western Germany : 10.3 (ii) and 10.3 (iii); Italy : 14.2; United Kingdom : 27.2. Figures for trade 
for the United Kingdom refer to production for export; production of household sewing machines refers to supplies for the 
home market excluding imports; the increase shown for household refrigerators relates to the value of deliveries in current prices. 


Except for the United Kingdom, trade data have been taken from national trade statistics. 


Index numbers of industrial production and foreign trade (Chart 1) 


Trade data have been roughly adjusted for seasonal fluctuations. As the trade of the United Kingdom was seriously affected 
by the dock strikes of October 1954 and May-June 1955, figures for that country covering the year October 1954/September 1955 
have been redistributed by quarters, in accordance with the seasonal pattern of previous years. Current values have been 
converted into values at 1953 prices by use of unit value indices compiled in the manner described for Table 45 of the Зовувх 


for 1954 (p. 294). 
The index numbers of production are the same as those used for Table 1, 
¥, 


Dees = 


Supplies to the home market of metal products, steel and energy (Table 2 and Chart 2) ie 


The totals shown for western Europe in Chart 2 exclude Greece, Spain, Turkey and Yugoslavia. 


Metal products (Table 2 and Chart 2) 

Unless otherwise stated, engineering products refer to Section 7 of the Standard International Trade Classification—i.e., 
machinery, apparatus and appliances and transport equipment. In terms of the International Standard Industrial Classification 
of all Economic Activities this corresponds roughly to major groups 36-38 inclusive. 

The gross output for 1950 in each country has first been derived, and the gross output (in 1950 prices) for other years has 
then been obtained by multiplication with index numbers of production for the metal-using industries. Slightly different methods 
have been used for France, western Germany and the United Kingdom, as indicated below. 

The value of output in the base year is in principle the gross value (excluding repairs and maintenance), before taxes on 
production and free from duplication—i.e., net of deliveries from one sector of the engineering industry to another. Unless 
otherwise specified below, the deduction for duplication was taken as 13 per cent of gross output. The figures used for imports, 
exports and home supply have not been adjusted for trade margins. | 

Trade data taken in current values from national trade statistics have been expressed in constant prices by use of a method 
similar to that described for Table XLVIII of the Survey for 1954 (p. 298). 

The sources used for production (and trade, where they are not national trade statistics) are: 


Belgium : 3.14, 1952. 
Denmark : 6.9. The value added by the assembly of passenger cars has been estimated at 50 per cent of the value of chassis imported. 


France : The production of final goods and trade in engineering products in 1952 prices is given in 8.10 (i). The value of car 
output in 1952 has been estimated from 8.11. 


Western Germany : Production and exports of investment goods (“ Investitionsgiiter ”) in 1952 have been taken from 10.16. 
Estimated double-accounting, averaging 23 per cent, was derived from an article entitled “ Die Investitionen im Rahmen 
der Sozialproduktsberechnung ”, published in 10.2, January 1952. 
Values in 1952 prices. for other years, obtained by application of production indices, have been expressed in 1950 
prices by means of the index of producers’ prices for investment goods, taken from 10.16. 
The value of passenger car production has been obtained for 1952 from 10.17, and for other years by applying to 
this value index numbers based upon the number of cars produced. 


Italy : 14.16. Estimated double-accounting, averaging 14 per cent, has been derived from inter-industry relations given in 14.17, 
No. 4, 1952. The value of car production for years other than 1950 has been obtained by application of index numbers 
derived from the number of cars produced. 


Netherlands : 16.17. Estimated duplication, averaging 13 per cent, has been derived from inter-industry relations given in 16.18. 
Norway : 17.7. 
Sweden : 23.17, 1951 (data for 1950). 


United Kingdom : Data in 1953 prices for production (free of duplication) and trade of metal products (corresponding roughly 
to ISIC major groups 35-39) have been taken from 27.12 and have been converted into 1950 prices by means of implied 
price indices derived from fixed capital formation in current and constant prices given in 27.11. 


Rough estimates were made by similar means for Austria, Finland, Portugal and Switzerland, in order to obtain totals for 
western Europe. 


Finished steel (Chart 2) 
All data are from 31.1. 


Energy (Chart 2) 
Solid fuels 


All data have been taken from 31.2. Hard-coal supplies to the home market represent apparent consumption adjusted for 
net imports of coke and patent fuel, for changes in stocks at mines and, as far as possible, for changes in stocks held by consumers. 
Similarly for brown coal, adjustment has been made for net trade in brown-coal briquettes and brown-coal coke and for changes 
in stocks at mines. Peat and fuelwood have been omitted, since no data are available for 1955, 


Hydro-electricity 


Annual data have been taken from 31.6 and monthly data from national sources, except in the case of Finland, Norway 
and Sweden, where figures supplied to the ECE Committee on Electric Power have been used. The source for Austria is 2.10. 
for Belgium 3.13, for Italy 14.18 and for Switzerland 24.6. For the remaining countries it is the standard bulletin of statistics, 
Net imports of hydro and thermal electricity have been added to hydro-electric production where such trade is of significance. 
The figures for Italy include production of geo-thermal electricity. 


> 


Са 


Natural gas 


Production has been taken as equivalent to supplies to the home market. The source of the figures for Italy is 14.2. Austria 
has been omitted, in the absence of data for 1954, and the small quantities so far produced in other countries have been ignored. 
Liquid fuels 


All data have been taken from 35.1, November 1955 or (in the case of kerosene) from 35.6, supplemented in some cases by 
more recent data in national sources. In the case of Finland imports have been taken as equivalent to consumption. The data 
represent deliveries for inland consumption and thus exclude refinery consumption and bunkers. They cover motor spirit 
(including aviation spirit, except in the United Kingdom), kerosene (including jet fuel, except in Sweden and the United Kingdom) 
gas and diesel oil, and fuel oil. ) 
Conversion into hard-coal equivalent 


The following conversion factors, based on relative calorific values, have been used to convert other sources of energy into 
hard-coal equivalent: 


Energy source and unit Hard-coal equivalent 
(Ton, except as otherwise indicated) (Tons) 
C0 Ke a i ор о РА Е 
Patent fuel(hard-coal briquettes) «=... «. ... « « «ue... 1.0 
Pitchucoale(western Germany only). «10 -0.m 24)... 06 
Brown coal: Czechoslovakia,t France. .......... 0.6 
PNUSUCIA MR Е ее 0:5 
Western Germany, Netherlands ....... 0.3 
Oiherecountrics wn eames ee ке O33 
BLOWN -COnlsCOKEA aad rs а Ae, a а 067 
IBEOWN-COaLSDTIQUELIES HL fg оо cs st an 0,07 
iy Geo-clectnicitye ОВО КУБ on oie ter cots о onl cite ape 0:12 
Naturalseass(leO0O-cubic metres)" ©. 2. a. se ee se 18S 
Motor spirit, kerosene, and gas, diesel and fuel oils ... 1.5 


а Used to convert imports into western European countries. 


The figures for total energy consumption thus represent the total calorific value of the primary sources of energy consumed 
in each country. Because of the great difficulties involved in estimating the average efficiency of utilization over many uses of 
each source of energy, no adjustments have been attempted to take account of the fact that there are substantial differences in aver- 
age efficiency of utilization among the various sources. Moreover, there are great differences among countries in the patterns of 
consumption of each source of energy and these patterns change over time. If rough adjustments were made to deduct the losses 
involved in the utilization of each source of energy, the main effect would be to increase somewhat the shares of hydro-electricity 
and natural gas shown in the chart, since the losses of energy involved in the transmission and transformation of hydro-electricity 
and in the distribution and combustion of natural gas are considerably less than the losses connected with the use of solid and 
liquid fuels. 

Purchasing power of total exports, imports from western Europe and the United States and 
gold and foreign exchange reserves in overseas non-dollar countries (Chart 3) 
Purchasing power of total exports 

The current values of total exports have been taken from 32.1, November 1955 (Special Table В). The corresponding 
purchasing power has been obtained by deflating these current values by a special price index of imports, obtained by an 
appropriate weighting of export unit value indices of the United States (exports to all areas) and the index of export prices for 
western European exports to overseas used for Chart 1. The weights take into account, of course, the differing relative importance 
of western Europe and of the United States in the total imports of the two groups of countries. 

The classification of countries into two groups is as follows: 

Countries exporting mainly agricultural products: Argentine, Brazil, Paraguay, Peru, Uruguay, French overseas territories, 
Angola, Mozambique, Australia, New Zealand, Union of South Africa, Burma, Ceylon, India, Pakistan, Cyprus, Gold Coast, 
Jamaica, Kenya-Uganda, Malta, Gozo, Mauritius, Nigeria, Sierra Leone, Tanganyika, Anglo-Egyptian Sudan, Egypt, Israel, 
Lebanon, Syria. Ч 

Countries exporting тату mineral products: Chile, Belgian Congo, Netherlands Antilles, Surinam, Federation of Rhodesia- 
Nyasaland, Aden, Bahrein, Iraq, Jordan, Kuwait, Libya, Qatar, Hong Kong, Federation of Malaya and Singapore, Trinidad 
and Tobago, Saudi Arabia, Iran, Taiwan, Indochina, Indonesia, South Korea, Thailand. 


Volume of imports 
Current values of imports have been taken from statistics of exports of western European countries and the United States 


and have been converted into 1953 prices by use of the price indices described above. 


Gold and foreign exchange reserves 
The data have been taken from 33.1. Affiliated overseas countries have been excluded.. 


ie. = 


Ш. — SAVINGS, INVESTMENT AND NATIONAL ACCOUNTS IN WESTERN EUROPE 
(Tables 19-22, 25-27, 29-42 and Charts 5 and 6) 


Gross national product, gross fixed investment, and capital accumulation in western European countries (Tables 19, 20, 22, and 29-42 
and Charts 5 and 6) 


A. Gross national product and the allocation of resources in current market prices 


Gross national product at market prices has been chosen as the basic aggregate in all tables relating to national product 
and expenditure in Chapters 2, 3 and 4. Its definition conforms in principle in all western European countries to the internationally 
accepted definition adopted by the OEEC,? with one important exception concerning the inclusion in some countries of expen- 
diture on repair and maintenance (allocated to gross fixed investment). In the case of France, only tentative estimates of the total 
amounts involved could be obtained, and no data were available that would allow exclusion of this item from the detailed break- 
down shown in the tables. In the case of Norway (as further explained under C), repair and maintenance was estimated to amount 
to 20 per cert of gross fixed investment. 


Data in current prices are expressed in national currencies. International comparisons would not be valid if based simply 
on official exchanges rates, instead of on purchasing power parity rates (preferably separately for each item of comparison). 
However, with the aid of calculations of this kind made by the OEEC, a special study of the relative position of four countries 
has been made, the results of which are shown in Table 21. 


B. Gross national product and the allocation of resources in constant prices 


The volume indices shown in the tables are all based on 1950- = 100, but this does not mean that they are derived from data 
expressed in 1950 prices. In most cases they are in prices of another year, as originally published by the countries concerned, 
and the year selected varies from country to country. In nearly all cases (with the principal exception of western Germany) the 
data are in prices of a post-war year, and the selection of one year rather than of another may have some influence on the measure- 
ment of the volume of gross national product and its components in relation to 1950. The selection of a different year in different 
countries is of less importance. More important than either of these considerations is the error involved in the conversion of data 
from current to constant prices. There are both conceptual and practical difficulties of reliable estimation, even when—which 
in several countries is far from the case—the primary data permit separate price deflators for each sector. 


C. Composition of gross fixed investment in current and constant prices 


Apart from the general problem of the international comparability of the sectors distinguished in national sources and of 
the border-line between investment and consumption,® there is the more specific problem as to what should be counted as capital 
expenditure and what as current expenditure. Notwithstanding the provisions of the OEEC Standardized System, the Scandi- 
navian countries count all repair and maintenance expenditure as investment, and France includes an important part of it. In 
principle, other countries conform to the OEEC definition. In the case of Sweden and Denmark, the break-down between new 
investment and repair and maintenance given in the national sources permitted the exclusion of the latter; for Finland a break- 
down was available only for the year 1951, and the ratio for that year had to be used for other years. In the case of Norway, 
official estimates of repair and maintenance are made in an approximate manner by deducting 20 per cent from the original 
figures of gross fixed investment. Though this procedure may be acceptable when applied to the total of fixed investment, it can 


be followed only with the greatest reserve when, as is done in Table 38, the average deduction of 20 per cent is applied indis- 
criminately to fixed investment by sectors. 


In France, the results of the single attempt of the INSEE to isolate repair and maintenance (for the year 1952) are published 
in 8.14. Estimates for other years at 1952 prices have been made by adding 10 billion francs each year, and the resulting figures 
are given in a footnote to Table 33. The data in the document mentioned contained a detailed break-down only for 1952, so that 
it did not prove possible to eliminate repair and maintenance by sectors. 


The remarks made under B concerning deflation to constant prices apply with equal, if not greater, force to investment. 


D. Provision for depreciation 


Depreciation figures have in general been taken from official (in the case of the United Kingdom, semi-official) sources, but 
for Finland they are estimates. For well-known reasons, inter-country comparison can be made only with the greatest caution 
and the indications given in Table 22 of capital accumulation in various countries should be considered only as orders of 


magnitude. To the extent that they are known, the methods used to estimate depreciation are summarized in the country 
notes. 


* See A Standardized System of National Accounts, OEEC, 1952. 


* The border-line is well illustrated by the case of passenger cars. When bou i 

i é ght on business account they should be 
considered as investment, but when bought by persons in their capacity as consumers, they should be атака. as durable 
consumer goods. The distinction even in practice may often be a fine one, and the allocation largely arbitrary. 


СВЕ. 


Е. Gross investment т metal and engineering industries as percentage of total investment in manufacturing (Table 20) 
The percentages have been derived from data at current prices taken from official sources. For the United Kingdom, Bel- 
gium and France, the original data relate to the constituents of the figure for total fixed investment in the national ово 
but for Denmark, the Netherlands, Norway and Sweden they relate to a sample of firms only. The sample covers about 30 = 
cent of total investment in manufacturing in Denmark and more than 75 per cent in the other countries. 


* 
* * 


The sources and methods used for individual countries are given below. The various aggregates are referred to as above; thus 


A = Gross national product and the allocation of resources D = Provision for depreciation. 
in current market prices. 


В = Gross national product and the allocation of resources Е = Gross fixed investment in metal and engineering indus- 
in constant prices. tries as percentage of total gross fixed investment in 
C = Composition of gross fixed investment in current manufacturing. 


and constant prices. 


Provisional estimates, or forecasts made earlier in the year, were sometimes available for 1955. Usually, they have all been 
taken from a single source, which is indicated after the explanations relating to 1950-54 for A to E. 


Austria : 

A. 1950-53: 2.8; 1954 (targets): 35.7. 

B. 1950: derived from 2.7, except for total fixed investment, for which data have been supplied by the Osterreichisches 
Institut fiir Wirtschaftsforschung. 1951-54: price deflators derived from 35.7 have been applied to the current-price 
data, except for gross national product in 1951, which is from 2.7. 

С. The information has been directly supplied by the Osterreichisches Institut fiir Wirtschaftsforschung. 

D. Strictly speaking, there are no official estimates of depreciation. The figures used, which are published in 2.8, are 
based on hypothetical considerations that are fully explained in 2.9. Briefly, it is assumed that there was zero net 
investment in 1937, so that depreciation corresponded to new investment. Application of a price index to the 1937 
depreciation figure gives minimum values for the post-war years. Maximum values are derived by using the average 
ratio of depreciation to gross national product for OEEC countries combined. The official figures adopted, and 
reproduced in 2.8, are averages of the minimum and maximum values. Depreciation in 1954 was directly supplied 
by the Osterreichisches Institut fiir Wirtschaftsforschung. 


1955: all figures are from 35.7. 


Belgium : 

A. 3.11, except for private and public consumption and gross fixed investment in 1954, which are from 35.1, November 1955. 

B. Price deflators have been derived from 35.1, November 1955. 

C. The Ministry of Economic Affairs supplied all data in current prices, except for the sector break-down in 1954, which 
has been estimated. The Ministry also provided data in constant prices for investment by type of asset and for investment 
in dwellings and public administration. The remaining sectors have been estimated in constant prices by applying to 
the current-price data the price index obtained for total investment. 

D. 1950-53: 3.11. Figures for 1954 have been estimated by extrapolation. The figures for depreciation reflect actua 
capital consumption and are not simply the depreciation allowances for taxation purposes. 


E. 3.8. 
1955: 35.8. 


Denmark : 

A. and B. 6.6. 

C. 1950-52: 6.6, except for the break-down by type of asset, which has been supplied by the Statistical Department. 
1953-54: the data have been supplied by the Statistical Department, but the allocation between sectors of the consider- 
able residual item was made in accordance with the pattern for previous years, given in 6.6. 

D. 1950-52: 6.6; 1953-54: information supplied by the Statistical Department. 

The method of estimating depreciation is described in 6.8 (p. 66): “ Depreciation pre-war was computed as a percentage 
of the value of output of each sector. Consequently, it was directly related to each year’s production and was estimated 
in terms of the same price level as was used for computing the yield on capital equipment. 

“ After the war it has been considered necessary to modify this method, because the very high level of employment 
and the ensuing high degree of utilization of production equipment undoubtedly involve extraordinary wear and tear 
on machines and other equipment. For this reason, the depreciation percentage used has been increased slightly. 
Probably the indicated figures deviate from the depreciations actually charged by business. The deviation may be 


Bie 


caused by the margin of error connected with the computation and, in some cases, by the fact that business may 
determine depreciation according to principles differing from those used in the present study. It is doubtful whether 
the depreciation allowances of business correspond in all cases to the reproduction value of the capital goods in question, 
and consequently the depreciation allowances of business will probably in genera! be too small.” 


E. 6.1, 20 March 1952, 27 February 1954 and 3 September 1955. 


Finland : 


A. 7.6. Gross fixed investment and national product have been estimated net of repairs and maintenance by applying 
to all years the ratio of repairs and maintenance to total fixed investment in 1951, which is published in the SURVEY 
for 1952. 

В. The series of price deflators has been obtained by linking together the price changes from year to year indicated in 
the text of the various issues of 7.6. 


C. 7.6. Separate estimates for dwellings have been made on the basis of data for 1951 shown in the Survey for 1952. 


D. The share of depreciation in the published sum of depreciation, repairs and maintenance has been estimated on the 
basis of data for 1951 published in 7.6, 1952. The following is a summary of the method of estimation used in 1951, 
which has been directly communicated by the Division for Economic Affairs of the Ministry of Finance: 
Depreciation in the sectors agriculture and transport (with certain exceptions) is calculated on the basis of the 
average economic life and the cost of replacing capital assets. In the sector public administration depreciation is 
calculated at 1.1 per cent of the original cost (central government) and 1 per cent of the book-keeping value (local 
government). In the sectors forestry, manufacturing and construction, railway transport, post, telegraph and radio, 
trade, other services and housing, depreciation is based on profit and loss account figures. 


1955: Information supplied by the Central Statistical Office. 


France : 
A. and B. 8.10 (i). 


C. 1950-51: The data have been supplied by INSEE. 1952-55: The data have been supplied by the Ministry of Finance. 
The estimates shown in the note to the table, of the total amount of repairs and maintenance included in gross 
fixed investment, have been derived from 8.14. 

D. 8.10 (i). 

An attempt has been made to measure depreciation in some detail in 1952 and to estimate it in other years by use of 
more partial data. The calculations for 1952 distinguish dwellings and agriculture on the one hand and industry and 
trade on the other. 

For dwellings the 1952 stock was valued at an average price, amortization being put at 180 years, with a further 

allowance for normal repairs. Agriculture was similarly treated, a distinction being made between three main kinds 
of assets (buildings, machinery and other). The basic data for industry and trade were the accounts of enterprises. 
These, however, have two major deficiencies—they exclude certain capital outlays that are treated as current business 
expenditure, and in many instances pre-war assets have not been revalued at post-war prices. 
In an attempt to overcome these two obstacles to an appropriate measurement of depreciation, rough estimates of the 
expenditure on major repairs were made, and the 1952 value of assets increased, having regard to the degree of revalua- 
tion for those assets that were revalued (and for which information could be obtained from the accounts of nationalized 
industries, tax returns, stock exchange quotations, etc.). 

The precise methods of estimate from the data available are described more fully in 8.10 (ii), р. 195 ff. 

Е. 8.10(i), (ТаЫе 31). 


1955: 8.10 (i) and information supplied by the Service des études économiques et financiéres of the Ministry of Finance 
(for the break-down of investment). 
Western Germany : 
A, B, C and D. All data have been derived from 10.15. The precise methods of calculating depreciation are not known, 
but it has been stated that the present methods and technique are inadequate and are being revised. 


Е. Investment in engineering has been taken from 10.10, No. 4, 1955, in iron and steel from 10.1, 9 December 1955, and in 
total manufacturing (including construction) from 10.15. Investment in the construction industry has been eliminated 
and investment in non-ferrous metals added by analogy with relative magnitudes pertaining to the United Kingdom. 

1955: Data are based on preliminary results for the first nine months of the year published in 10.10, No. 4, 1955. 


Greece : 
All data for 1950 to 1954 are from 11.2, and for 1955 from 11.3, 1 January 1956. 


No details on the method of calculation of depreciation are available, but it is known that the estimates aim at 
showing capital consumption. 


Italy : 


0 


А and В. 35.1, November 1955 except for changes in stocks, which are from 14.12. 


С 


О. 


Information has been supplied by the Central Statistical Office except for volume indices on dwelling construction, 
which have been estimated with the aid of an index of construction costs given in 14.15. 


14.12. The estimates for depreciation attempt to measure capital consumption, but no details of the methods used 
are available. 


1955: Derived from a speech given at Luxemburg on 5 December 1955 by Mr. Ferrari-Aggradi, Under-Secretary of 
the Budget, and reported in 14.1, 17 and 31 December 1955. 


Netherlands : 
A and B. 35.1, November 1955. 


C. Information supplied by the OEEC secretariat. 

D. Depreciation for private investment has been taken from 16.8, second quarter 1955, and for public investment has 
been estimated from data in 35.5. 
The method of estimating depreciation in enterprises is described in the former source as representing the calculated 
decrease in the value of the fixed assets. The calculation of this decrease takes into account the expected economic life 
of the capital goods concerned and their average replacement value in the period over which they are written off. 
Depreciation calculated in this way can, of course, differ from results obtained by adding up the figures for deprecia- 
tion in commercial or fiscal balance sheets. Incidental damage due to fire or accidents is also included, but not loss of 
value of capital goods due to natural catastrophe or war. 

Е. 16.3, Мау 1953 and 16.19. 

1955: 35.8. 

Norway : 


A, B, C and D. All data for 1950 to 1954 have been supplied by the Central Statistical Office. Gross fixed investment 


Е. 


net of repairs and maintenance has been estimated by that office by subtracting 20 per cent from national accounts 
data on a “ gross-gross ” basis. 

The methods used to estimate depreciation are described in 17.5, pp. 38-41. Net investment is defined as the increase 
in the capital stock during the year, and depreciation as the difference between gross investment and net investment. 
Since, according to Norwegian practice, gross investment includes repair and maintenance, calculated depreciation will 
thus be higher than the actual rates used in enterprises. Depreciation also includes losses as a result of war and fire, etc. 
Although the method appears simple, there are many theoretical and practical problems to solve. In order to reduce the 
risks involved in a year-to-year comparison of the size of the capital stock, the calculation is based on a longer period, 
normally ten years. For example, net investment in ships during the period 1930-1939 was calculated as follows: 

The annual figures for gross investment are deflated by a suitable price index and then cumulated. Net investment is 
then calculated by comparing the value of the merchant fleet at the beginning and end of the period, in constant prices, 
so that total depreciation in the period is obtained by difference. This total then has to be distributed over the various 
years, which in the case of ships is done simply by assuming that depreciation is proportionate to the stock in each year. 
Depreciation for other capital goods is similarly estimated, but the distribution over the years takes into account not 
only the stock of capital but also its degree of utilization. 

The difficulty lies mainly in estimating the increase in the capital stock over a certain period. The “ ideal” method is 
to express the stock in terms of the “ remaining life ” of the individual assets and satisfactory information of this kind 
is believed to be available in most cases. For assets with a very long life, such as power plants and buildings, this method 
has not been used, and the calculations are based on the assumption of a normal length of life and straight-line depre- 
ciation through time. 

The “ideal” method is used for depreciation in agriculture, whaling, mining, industry and transport, representing 
two-thirds of total depreciation. It should be observed that this method has been used primarily for the period 1930-1939, 
for which satisfactory statistics on the capital stock are available. For post-war years the statistical basis is less adequate, 
and the depreciation rates for 1930-1939 have been adopted with appropriate modifications. 


17.6 (Table 89). 


1955: 17.6. 


Portugal 


Sweden : 


. 


All data are from 35.1, November 1955, except for those relating to 1955, which are from 35.9. 


A, Band D. Derived from 23.11, except for public consumption, which is from 35.1, November 1955. Repairs and mainte- 


nance have been excluded. | 
Depreciation in the public administration sector is assumed to equal new investment; for privately owned houses it 


is estimated at 114 per cent of the value of the housing stock; for public and private enterprises it is estimated at 5 per 


— C-10 — 


cent of the gross national product (including repair and maintenance). A short description of the Swedish method of 
estimation is to be found in 23.16, p. 152. 

C. Information supplied by the Konjunkturinstitut. 

E. 23.4. February 1952 and 1953 and December 1953 and 1954. 

1955: Preliminary results published in the National Budget for 1956 are to be found in 23.18, No. 1, 1956. 


Switzerland (Table 22): | 
А and D. National income and depreciation are from 24.1, October 1955. The figure given for depreciation in this source 
is explicitly hypothetical and based on analogy with other countries. 


Turkey : 

A and B. Gross national product has been taken from 25.2, August 1955. The allocation shown represents estimates made 
personally by Professor Inan, Director of the Central Statistical Office, which he has kindly made available to the 
secretariat. 

C. The distribution of gross fixed investment by type of asset has likewise been provided by Professor Inan. 


D. 25.2, August 1955. It is not known how depreciation is estimated. 


United Kingdom : 
A, B and С. 27.11. 


D. P. Redfern, “ Net Investment in Fixed Assets in the United Kingdom, 1938-1953 ”, 27.7, Part 2, 1955. 1954 has been 
obtained by extrapolation. 
The method used by Redfern consists in spreading the depreciation of each asset over a predetermined life. He uses 
the straight-line method, but, unlike company accountants, he depreciates not the original value but the replacement 
value. The price adjustment takes no account, however, of technical improvement. Similarly, no account has been taken 
of the fact that capital equipment may be superseded through obsolescence before it is physically worn out. Redfern 
shows, however, that even considerably different assumptions on the average length of life of assets have only minor 
effects on the estimate of net investment. 
The estimates involve three steps: 
(1) Estimates of gross fixed investment for each class of asset are made for each year starting L years before 1938, 
L being the length of life of the particular asset. 
(2) Price indices for the principal classes of assets are built up for corresponding periods. 
(3) By amortizing the gross investment (in constant prices) for each class of asset over the assumed life, estimates of 
depreciation, net fixed capital formation and the value of the capital stock are derived. 


E. 27.11 (Table 50), supplemented for 1954 by 27.1, 31 December 1955. 
1955: Е. W. Paish, “ Saving, Investment and the Budget”, 27.8, December 1955. 


Comparative per capita consumption and investment in four countries (Table 21) 


As explained in the note to the table, an attempt has been made to extrapolate the 1950 figures of per capita consumption 
and investment in Italy, France, United Kingdom and western Germany valued at 1950 European prices, which have been com- 
piled by Messrs. Gilbert and Kravis. The application of a common price system makes international comparison possible, though, 
as noted, use of a different price system would give different results.‘ Extrapolation of the 1950 figures has been made on the 
basis of officially published volume indices. Since these indices are derived not from the common price system but from national 
price systems, the data derived for the years 1951 to 1955 are not as fully comparable between countries as they are for 1950. 
To minimize the possible errors involved, extrapolations were made separately for as many sectors of сопзипарНоп as the national 
data permitted. For investment, a distinction was made between producers’ durables, residential buildings and other buildings 
and works. For Italy, no break-down by type of asset was available; for the other three countries the volume indices used for the 
three types of investment assets are those shown in Tables 33, 34 and 42. 


The following notes indicate the sources used for volume indices of consumption and the number of sectors distinguished: 


Italy : Food beverages and tobacco; clothing and household textiles; housing; fuel and light; other goods and services. Volume 
indices for 1950-1954 have been derived from 14.12 and for 1955 from 14.1, 17 and 31 December 1955; cf. the notes to 
Table 36 (p. 60). 


Since it was not possible to distinguish the three types of assets in national sources, only total gross fixed investment 
was extrapolated, with the aid of the volume indices shown in Table 36. 


France : 1950-1952: Food; beverages; tobacco; clothing; housing, fuel and light; household goods; transport equipment; 
travel; health; recreation; entertainment; education; other services. Volume indices have been derived from 8.11. 


“Table 12 of the source compares the results that are obtained by weighting by average Euro i i 
obtained by weighting by U.S. prices. ыы skh heteainse Oe 


— С-И — 


193954: Food; clothing; housing; durable consumer goods; other goods; other services. Volume indices have been 
supplied by the Ministry of Finance. 


1955: Only food, drink and tobacco, clothing and household textiles and other goods and services could be distinguished, 
and the volume indices have been taken from 8.10 С). 


Western Germany: Food; drink and tobacco; clothing; housing; fuel and light; household goods; health; travel; education and 


recreation; personal services; other services. The volume indices have been derived from the half-yearly national 
accounts in 10.2. 


United Kingdom : Food; drink; tobacco; clothing; housing; fuel and light; household goods; transport equipment; public 
transport; communication; recreation and entertainment; health; education; household services; hotels, cafés and 
miscellaneous. 


Volume indices have been derived from 27.11 (Table 22) for 1950-1954 and from 27.2 for 1955 (consumption in the first 
six months at constant prices). 


Trend and sources of net saving (Table 25) 
General 


Data have been taken mainly from national accounts and other national sources, and as far as is known (and apart from 
certain exceptions indicated below) conform to the definitions laid down in the OEEC Standardized System of National Accounts. 
Thus: 


Saving by public autherities equals the surplus on current account of central and local government, plus the surplus of social 
insurance funds financed by compulsory contributions. Foreign aid for defence purposes is treated as current government income; 
other foreign aid (e.g., ERP and economic aid) is excluded. All defence outlays are treated as current expenditure. 


Company saving equals the undistributed profits of companies and public enterprises after tax and net of stock appreciation, 


Personal saving equals the difference between personal disposable income and personal expenditure on consumption (in- 
cluding the purchase of motor cars for personal use). It also includes the saving of private non-profit-making institutions, the 
increase in the life funds of life insurance companies and in the funds of pension funds. The profits of individual (unincorporated) 
enterprises are also included. 


Total saving is the sum of these three items. 

In all cases figures are net of provision for depreciation. 

Since saving is statistically determined as the difference between the income and expenditure of each sector, the figures are 
open to the errors and uncertainties usually associated with residual items. Indeed, most of the errors and omissions in national 
accounts are to be found in these items. The more reliable estimates are those of saving by the public sector, though here too 
the system of public accounting is not always easily adaptable to the economic concepts used in national accounts. 

Where the data for personal or company saving are not available separately, or where they are of inappropriate coverage, 
total private saving alone can be found. In all cases where only one of the components of private saving is independently deter- 
mined, the remaining item, obtained by difference from total private saving, is subject to an even wider margin of error. This is 
because total private saving is itself in such a case a residual obtained by deducting public saving from total national saving. 

By definition, total net saving is equal to total net domestic investment (excluding stock appreciation) plus the change in the 
current balance of payments, and this is the total that has to be used when independent estimates for all three sectors are not 
available. In some countries, national accounts data are in fact inadequate to permit reliable estimates of private saving to be made 
by the income and expenditure approach, and in such cases the only figure available for total net saving is this sum of net domestic 
investment and the change in the current balance of payments. In these countries, the figures used for gross investment have 
then been taken from Tables 29 to 42 and for depreciation (to obtain net saving and net national product) they are the same as 
those used for Table 22. Thus for Austria (1954), Finland, Greece, Italy and Turkey this figure of total saving is alone shown. 

In most cases, however, public saving was available independently. In the United Kingdom and Belgium there exist estimates 
of personal saving based on changes in personal assets and large unexplained discrepancies appear when they are compared with 
figures derived from the national accounts. These are certainly due as much to errors and omissions in the national accounts 
as to the inability to account for all forms of personal assets. In western Germany the figures for personal saving are based on 
estimates of changes in assets and cannot be derived from the national accounts. 

The sources used for saving by sectors are given below. The distribution of depreciation between the three sectors, needed 
to obtain net saving, has usually been available from the same sources. 

It should be stressed that the figures for public saving implied in the table cannot be directly compared with those implied 
in Table 43 for central government current surpluses (cf. the notes to that table, p. C-14). 


Sources and adjustments 


Austria: 2.8. The figures for saving by public authorities have been corrected on the basis of information supplied by the Aus- 
trian Statistical Office. 
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Belgium: 3.11. 
Denmark: Information supplied by the Statistical Department. 


Finland: Derived from Tables 22 and 31, except for saving by public authorities, which is from 7.6 for 1954 and 1955. The 
figure for total saving, and hence the share of public saving, is subject to error, because of the inclusion of stock changes 


in consumption. 


France: 8.10 (i). 


Western Germany: 10.4. September 1955, gives independent estimates of saving made by the Bank Deutscher Lander. The 
break-down of private saving into company and personal saving, however, has not been given in the table, since the 
estimate of personal saving represents only the net change in traceable financial assets of individuals and excludes the 
capital formation of persons, which is treated as part of the company sector. 


Greece : Derived from Tables 22 and 35. 
Italy: Derived from Tables 22 and 36. The distribution of total saving in 1954 is from 14.17, No. 2, 1955, p. 284. 


Netherlands: 16.8, second quarter 1955. Government capital formation (taken from 35.1, November 1955, with depreciation 
estimated from 35.5) has been treated as capital expenditure and not, as in the Dutch national accounts, as current 
expenditure. The increase in compulsory and voluntary insurance funds together (for which no break-down is available) 
has been allocated to public saving, and represents the following percentages of total net saving: 1950, 24; 1951, 24; 
1952, 25; 1953, 24; 1954, 26. 


Norway: 1938 and 1948-50: 35.3. 1950-54: total net saving is derived from Tables 22 and 38 and information on public saving 
has been supplied by the Norwegian Statistical Office. 


Sweden: 1938 and 1948-50: 35.4. 1950-54: total net saving is derived from Tables 22 and 40. The figures used for public saving 
are those submitted to the OEEC for its seventh annual report. 


Turkey: Derived from Tables 22 and 41. It is probable that the figure for investment includes stock changes, with a conse- 
quent error in the figure for total saving. 


United Kingdom: 27.11. Public saving excludes, and company saving includes, additions to tax reserves. Provisions for interest 
and dividend reserves are treated as part of company saving. Total depreciation and its distribution was available from 
27.7, Part 2, 1955. 


Yearly increase of savings accounts and of life insurance funds (Table 26) 
Belgium: 3.16. 
Denmark: 6.1, except for life insurance reserves, which are from 6.7. The figure for the increase in savings accounts includes 
savings and time deposits in commercial banks and savings deposits in all savings banks. It is believed that the greater 
part of time and savings deposits in commercial banks may be allocated to persons. 


France; 8.12, 1955. 
Western Germany: 10.4, September 1955. 


United Kingdom: Table 27 of 27.11. The figures include the increase in funds of life insurance, superannuation schemes, lc. 
and the net increase in the amount outstanding of national savings. 


Volume of output and supply of metal products (Table 27) 


Metal products are in principle defined as groups 35 to 38 and 39-1, 2, and 3 of the ISIC. Since the data relate to the supply 
of goods to final consumers, and therefore exclude deliveries within the metal products sector as well as changes in stocks and 
work in progress, deliveries from home production are not identical with the output of the engineering industry as it would be 
measured by an index of production. The percentages are derived from values in national currencies at constant prices, as follows: 


France : Table 34 of 8.10 (i) gave the allocation for 1952 to 1955 of the supply of metal products to final consumers at 1952 
prices, from which stock changes were removed. 
A further calculation was necessary to isolate passenger cars. 8.11 provided supplies to the home market from domestic 
production in 1952, to which the value of imported cars was added. Total supply in other years was obtained by extra- 
polation, using volume indices based on the number of vehicles. The total available supply of passenger cars thus 


obtained was then allocated equally between investment and consumer goods in accordance with the practice adopted 
in 8.11 and in 8.10 (i). 


United Kingdom : Table 27 of 27.12 gave the distribution of supplies of metal goods for 1950 to 1954 at 1953 factory prices. 
Other industrial goods, repair work, etc.” (1.е., deliveries within the metal goods sector) and changes in stocks and 
work in progress were excluded. The supply of consumer goods to the home market in 1954 was, however, adjusted in 


the light of more recent data in 27.11, resulting in a lower figure and in a corresponding increase in the item “ Other — 
industrial goods, repair work, etc.” 
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Extrapolations for 1955 were made on the basis of volume indices for January-September 1955 compared with the 
corresponding period of 1954. Regular statistical series were usually available (e.g., of imports and exports, industrial 


eee and the production of passenger cars); supplies of consumer goods were based on index numbers of retail 
sales. 


Defence and investment was then left as a residual, which could not be further broken down. 
Western Germany : 
General 


Consolidated data were not available as for France and the United Kingdom and the various items in the table had 
to be found from different series in various sources, thus increasing the risk of statistical error. 

Values were established for 1952, and other years obtained by extrapolation, using volume indices. Estimates were 
made in this way for production, imports, investment, passenger cars for home market and exports; consumer goods 
for ay market are thus a residual, and owing to the method adopted this residual also includes changes in traders’ 
stocks. 


“ Investitionsgiiterindustrien ” has been taken as covering all metal products. 
Deliveries from home production 


Turnover in 1952 taken from 10.16 was adjusted and extrapolated for other years in the same way as for Table 2 
and Chart 2. 


Imports 


The value of imports in 1952 has been multiplied by the volume indices of imports in 10.9. The allocation of imports 
between consumption and investment has been estimated on the basis of trade data in current prices. 


Investment 


Data at current prices have been taken from 10.10, fourth quarter 1955 (p. 350) and deflated to 1952 prices by means of 
the price indices for “ Investitionsgiiter ” given in 10.2. These data, however, do not include metal products that are 
delivered to the building industry for the construction of dwellings: (e.g., fittings and sanitary installations, etc.). An 
adjustment was made as follows: 16 per cent of the value of a new dwelling is accounted for by the cost of sanitary, 
heating and electrical installations, according to a preliminary study made by the ECE Housing Committee, and this 
percentage, applied to the value of new dwellings erected each year (given in 10.18, January 1955), yields an estimated 
value of deliveries to the building industry that have to be added to the data obtained from 10.10. 


Passenger cars for home market 
The 1952 value of production was taken from 10.17 and other years extrapolated on the basis of the number of cars 
produced. Imports and exports have been taken from foreign trade statistics, as for total imports. Available supplies 
were then allocated between consumption and investment on the basis of a study in 10.1, 11 November 1955, relating 
to the composition of the turnover of the automobile industry. 


Exports 
1952 value of export turnover taken from 10.16 was extrapolated for other years on the basis of volume indices of 
exports in 10.9. 


Consumer goods for home market 
This item is a residual and, in particular, includes for that reason all changes in traders’ stocks. 
The rather high percentage of the supply of metal products devoted to consumers may in part be explained by the 
possibility that it also includes some items of defence (occupation) expenditure, which in any event has so far made a 
much smaller call on metal supplies than is the case for the United Kingdom and France. 
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IV. CENTRAL GOVERNMENT BUDGETS 
(Tables 43 and 44) 


Current revenue and expenditure of central governments in relation to gross national product (Tables 43 and 44) 


General 
So far as original data permitted, the tables show (except for France and Norway) conventional budget figures, adjusted 
to conform to the following definitions of current revenue and expenditure: 


Revenue : 


Includes — Taxes on income and property, indirect taxes, death duties, revenue from public undertakings. 
Excludes — Once-for-all capital levies, sales of surplus stores, and receipts of foreign aid. 


Expenditure : 


Includes — Current purchases of goods and services, all budgetary defence expenditure (including civil defence), current 
transfers to persons (including grants to social security funds) and to local authorities, current grants to colonies, expenditure 
on repairs and maintenance. 


Excludes — Investment expenditure, transfers to the private sector and to local authorities for investment purposes, war 
damage payments, loans, amortization of debts, and expenditure out of counterpart funds. 

In view of the approximate nature of the adjustments that could be made, the resulting current surpluses or deficits cannot 
be expected io give exactly the same results as are given by national accounts data. Consequently, they do not necessarily 
correspond to the figures implied for net public saving in Table 25, which are derived from national accounts and which, more- 
over, also include the saving of local authorities and compulsory insurance funds. 

Comparability between countries is affected by differences in accounting methods. Thus, in some countries budget 
figures represent in principle actual or estimated cash receipts and disbursements, while in others they represent rather the claims 
and commitments which have arisen in the course of the financial year. 

Figures for the earlier years shown are in general taken from closed or final accounts, while those relating to recent years 
are provisional or else relate to draft or voted budgets. 


Sources 
The following sources, in addition to regular budgets and central government accounts, have been used: 
Austria: 2.11, 1953 and 1954. 


Belgium: 1950-53: 3.15; 1954: 3.5, April 1955. Public debt redemption has been taken from 3.7, May 1955 (p. 201). 


Denmark: All data are from 6.10, except those for the last three years shown, which have been supplied by the Danish Statistical 
Department. 


Finland: All data have been taken from 7.9, Sept.-Oct. 1952, August 1953 and 1954, and October 1955. Defence expenditure 
includes outlays on equipment but not on buildings. 


France: Defence expenditure in 1949 and 1951 is taken from 8.16, p. 130 and in 1952-54 from 8.15, No. 78, June 1955, p. 272. 
1950 has been estimated by interpolation. Expenditure in 1955 is taken from a speech by the Minister of Finance, 
reported in 8.17 of 29 January 1956. All other data are from 8.10 (i). 


Western Germany: Data are mainly from 10.4, May 1952 and October 1955. Central government capital expenditure, which is 


included in these figures, has been deducted with the aid of information in 10.2, December 1953, September 1954, 
and April 1955. 


Пай: All data have been taken from 14.12, 1954 and 14.14, 1954. 


Netherlands: The current revenue and expenditure from central government accounts is given in terms of the classification used 
for the Dutch national accounts. 


Norway: All information has been supplied by the Statistical Office of Norway and conforms to the definitions of the ОБЕС 
standardized system of national accounts. 


Sweden: 23.10. The current surplus includes taxes set aside for subsequent transfer to local authorities, amounting in 1951 [52 


to 0.50, 1952/53 to 0.25 and 1953/54 to 0.45 billion kroner. The 1954/55 defence expenditure has been taken from 
central government accounts. 


Switzerland: Only the “ Compte financier” is relevant. Current expenditure includes civil expenditure for the acquisition of 


land and the construction of buildings (about 25 million francs a year) and subsidies for road construction and main- 
tenance. 


United Kingdom: The figures are based on the conventional form of accounts, excluding sinking fund expenditure but including 
“below the line” interest expenditure and receipts. 
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У. FINANCIAL OBSTACLES TO INDUSTRIAL INVESTMENT IN WESTERN EUROPE 
(Tables 45, 46, 52 and 54 and Chart 7) 


Capital account of enterprises or companies (Tables 45 and 46) 
France (Table 45) 


In 1952, besides an increase of 298 billion francs in the physical value of stocks, there was a stock appreciation of 190 billion 
francs. Only the appreciation of stocks held by companies enters the undistributed net profits and hence should appear on the 
allocation side as well, whereas the appreciation of stocks held by individual entrepreneurs should be considered as a capital 
gain and hence be omitted on both sides. The exact allocation of the total stock appreciation between companies and private 
enterprises being unknown, an estimate had to be made. The figure of 94 billion francs for companies was considered reasonable 
and inter alia eliminates the need for an adjustment which would otherwise have had to be made on the resources side. 
United Kingdom (Table 46) 


The figures presented in 27.12 (Table 21) for undistributed profits after tax are shown, unlike those for companies’ saving 
presented in 27.11 (Table 45), before deduction of additions to tax and dividend reserves. These additions in 1951 amounted 
to the exceptionally high figure of £405 million, and this accounts for the magnitude of the decline in undistributed profits between 
_ 1951 and 1952. The additions to tax and dividend reserves are included in “ Funds available for other purposes” (see 27.14, 
р. 154, and В. W. Paish, “Company profits and their distribution since the war ”, 27.5, June 1955, pp. 15-17). 


New issues of shares by enterprises (Table 52) 


Apart from western Germany and Italy, where the sources used are the same as for Tables 54 and 55, the following have 
been used: 


Belgium : Unpublished report on Belgium by R. Alloo for the EPA project. The figure for 1954 is provisional and has been 
compiled by the Institut national de Statistique. 


France ; 1953 and 1954 are derived from Table 53. For 1955 a figure of 7 billion francs was assumed as a reasonable deduction 
for financial shares. 


Netherlands : 16.13. 
United Kingdom ; 27.6, February 1955. 
Sales of securities (Table 54) 


Amounts of bonds taken up under the Investment Assistance Scheme have been made as follows (millions of DM): 


Bonds of special Industrial 
Communal bonds credit institutions bonds Public loans 
ве .... 37.6 13.1 98.1 51.0 
1054) eee a Кое С. al 3.7 — 385.1 — 


Security yields and share prices (Chart 7) 

Basic monthly date for government bond yields and share prices have been taken mainly from 33.1, supplemented for more 
recent data by the national sources mentioned below, which, unless otherwise indicated, were also used for the average yield 
on industrial bonds and on ordinary shares. 

Austria; 2.3. 

Belgium : Government bond yield (4 per cent Unified Debt bonds) and industrial share prices: 3.5. Industrial bond yield (an 
average yield on thirteen long-term industrial bonds) and industrial share yield: 3.2. 

Denmark : Industrial share prices: 6.1. The government bond yield is that оп the 314 per cent perpetual government bonds. 

France : 8.2 for all series. Government bond yield: 5 per cent perpetual government bonds. Industrial bond yield: average 
yield on twenty-two fixed-interest securities issued by the private sector. Industrial share yield: average yield on 
295 ordinary shares. Industrial share prices: an index based on 295 ordinary price quotations. 

Western Germany : Average yield on ordinary shares: 10.7 (iii). Index numbers of ordinary share prices: 10.4. The yield on 
5 per cent mortgage bonds was communicated directly by the Federal Statistical Office. 

Italy; 14.8 for all series. Government bond yield: 5 per cent government reconstruction bonds, maturing in 1978. Industrial 
bond yield: fourteen private industrial bonds. | 

Netherlands : 16.7 for government bond yields (314 per cent bonds maturing in 1998), industrial bond yields (314 per cent bonds) 
and prices of ordinary shares. 16.1 for the average yield on ordinary shares. 

Norway: Industrial share prices: 17.1. The government bond yield, taken from 33.1, is the average weighted yield on various 
2, per cent government bonds and government-guaranteed bonds. 

Sweden: Government bond yield (3 per cent long-term bonds issued in 1934) and industrial bond yield: 23.4. Yield on ordinary 
shares: 23.2. Industrial share prices: 23.1. 

Switzerland: Government bond yield: average weighted yields to maturity on twelve government and Federal Railway bonds. 


United Kingdom; 27.2. Government bond yield: 214 per cent Consols. 
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VI. LABOUR MARKET PROBLEMS IN WESTERN EUROPE 
(Tables 56-58, 60, 64, 66, 72, 73 and XXIV and Charts 9 and 10) 
Employment in industry and unemployment in non-agricultural activities (Table 56) 


Employment and unemployment 


The yearly increases (generally obtained from index numbers) in industrial employment (i.e. mining, manufacturing and 
public utilities) and the numbers of unemployed have usually been taken from the same sources, and separate mention is made 
only where this is not the case. 


Austria : Employment—2.2; unemployment—2.4; Belgium : 3.5 and incomplete data received in advance from the Institut 
National de Statistique; Denmark : employment—6.1 (the data refer to man-hours worked); unemployment—6.7; Finland : 
7.4; France : employment—8.6; unemployment—8.7; Western Germany : 10.8; Пай»: 14.6; Netherlands : employment—16.5; 
unemployment—16.6; Norway: 17.3; Sweden: employment—23.9; unemployment—23.7; Switzerland: 24.1; United 
Kingdom : 27.2. 


Labour force 


The numbers of wage and salary earners (incl. unemployed) have been taken from the same sources as those for Table 72. 
For Italy and Switzerland, which do not appear in that table, the sources used were respectively 14.7, May 1955 (labour force 
in 1954), and 34.2 (labour force in 1950). 


For Belgium, Western Germany, Norway and the United Kingdom, the numbers of wage and salary earners (incl. unem- 
ployed) were available for each year shown in the table. 


Estimates of future population (Tables 57 and XXIV) 


The sources used for the tables usually contained estimates of future population made in accordance with three alternative 
assumptions concerning trends of mortality and fertility, embodying the “ optimistic ”, the “ pessimistic ” and the “ most pro- 
БаЫе ” outlook. Where these three sets of projections were available the “ most probable ” projection has been selected, but 
when, as in the case of Belgium, western Germany and the Netherlands, the estimates related to only two assumptions, the 
“most probable” outlook has been derived as an arithmetic average of the resulting figures. Apart from western Germany, 
migration has been ignored. 

The data for 1951, on which the official estimates are based, are obtained on the basis of the latest pre-1951 population 
census, after taking account of the annual changes in the size and structure of the population due to births and deaths in the 
intervening period. 

The sources used are shown telow, together with an indication of the fertility and mortality trends postulated in the “ most 
probable ” or (for Belgium, western Germany and the Netherlands) the “ pessimistic” and “ optimistic” forecasts (A = optimistic 
assumption; В = pessimistic assumption): 


Austria : Information supplied by the Austrian Statistical Office. Mortality: declining gradually by 18 per cent during the 
period up to 1970. Fertility : constant at the 1951-52 level. 


Belgium : Information supplied by the Centre national de Calcul mécanique. Mortality : A—declining according to the expo- 
nential function derived from the 1880-90 to 1950-53 trend. B—constant, as in the 1950-53 mortality tables. Fertility : 


A—age specific rates constant at the 1950-53 level. B—age specific rates declining by 5 per cent over the period 1950-53 
to 1971. 


Denmark : Information supplied by the Statistical Department. Mortality : constant at the 1948-52 level for future births and 
at the 1946-50 level for the present population. Fertility : constant at the 1948-52 level. 


Finland : Information supplied by the Central Statistical Office. Mortality : constant at the 1951-53 level. Fertility : age specific 
rates constant at the 1951-54 level. 


France : Г. Henry et В. Pressat. “ Evolution de la population de la France jusqu’en 1970 ”, 8.5, January-March 1955. Рорша- 
tion data Гог 1951 have been taken from 8.8. Mortality : infant mortality declining to 18 per thousand by 1970, 
continuation of the declining trend for ages 1-45, and constant rates above 45, Fertility : decline in the average family 
size from 2.3 to 2.2 until 1964, and constant thereafter. 


Western Germany : 10.12. 


Mortality : A—considerable decline (about 20 per cent) up to the age of 50 for men and 80 for women and constant 
after these ages. B—slight decline in infant mortality, constant for the middle age groups, and slight increase above 50. 
Fertility : A—increase in legitimate birth rates by 10 per cent in ten years and some decline in illegitimate birth rates. 
B—decline over 15 years in legitimate birth rates from the 1950-53 level. Migration : an estimate of actual migration 
up to the end of 1955 has been made on the basis of official statistics and allowance made for this movement in adjusting 
the published series, which do not take account of actual migration. 


Cig 


Italy : Prof. В. Barberi, “ The Italian National Income ” 
are not made explicit. 


Netherlands : 16.12. 


‚ 14.4, July 1954. The assumptions concerning mortality and fertility 


Mortality : A—declining according to the exponential function derived from the 1900-1909 to 1946-49 trend. B—constant 
at the level of the 1 947-49 mortality table. Fertility : A—constant age specific marital fertility rates at the 1952 level. 
B—yearly decline in the age specific marital fertility rates at the same rate as in the period 1910 to 1937. 


Norway : Information supplied by the Central Statistical Office. Mortality : constant at the level of the 1946-50 life table. 
Fertility : age specific birth rates constant at the level of the average for the periods 1929-32 and 1949-52. 


Spain: 7. Bourgeois-Pichat, “ Perspectives sur les populations ”, 8.5, January-March 1953. Mortality : constant age specific 


rates at the 1950 level. Fertility: decline in age specific fertility rates, leading to a gross reproduction rate of unity 
in 1980. 


Sweden : 23.3, No. 1, 1955. 


Mortality : considerable decline below the age of 50, a smaller decline for the 50-55 and 55-60 age-groups, and 
constant rates above 60. Fertility : constant at the 1951 level. 


Switzerland : 24.1, December 1954. 


Mortality : the probability of dying to decline at all ages over the period 1951-1970, at the same rate as the decline 


observed from 1931 to 1950. Fertility : constant age specific fertility rates corresponding to the average for the period 
1931-1950. 


United Kingdom : Information supplied by the General Register Office. Mortality : considerable decline in age specific rates, 
leading to about 33 per cent reduction in the younger age-groups by 1956-60 and about 50 per cent by 1976-80. 
Fertility : decline in the effective reproduction rate from 1.02 in 1951 to 0.99 in 1961 and 0.98 in 1971. 


Activity rates for men and women (Tables 58, 60 and 64) 
All information has been taken from population censuses or national yearbooks with the following exceptions: 


Denmark : Activity rates of married women: 6.1, No. 13, 1953. 


Finland : 7.8. 
France : 1954 data have been calculated from estimates given by У. Porte, “ Généralités sur la population active francaise ” 
in 36.3. 


Western Germany : Activity rates for women: 10.13. 

Italy : Activity rates for women т 1936 are taken from 14.10, Vol. 4, Part 5, and all other data from 34.2. For 1954 it has been 
assumed that the increase from 1951 to 1954 in the female population aged 14 to 64 was of the same order as the 
increase in the total female population during this period. 

Norway : 1950 data are from 17.3, May 1955, and activity rates for women in 1930 from $. Arctander, “ Kvinnen i erhvervslivet ”, 
17.1, December 1952. It has been assumed that the activity rate in the age group 60-64 was 12 per cent higher than 
in the group 60-69, which was the case in Sweden in 1930. 


Sweden: Activity rates for women have been calculated from estimates given in 23.14. The rates shown are somewhat tco 
low, since, in order to ensure comparability between the two periods, they exclude single women reported as family 
workers. 

Switzerland : 1950 from 24.5. For 1941 it has been assumed that activity rates for all married women above 64 were the same 
as for Swiss married women. 


Various indicators of the economic activity of women (Table 64) 


Section III of the table (activity rates) has been dealt with above. 

“ Paid domestic service ” has been defined so as to include only women engaged in paid work in private households, whether 
living in or out. Wherever possible, therefore, domestic service in agricultural households has been included under agriculture, 
and cleaning help in offices, in hospitals, etc. under “ other services ”. Sufficient detail, however, was not always available and 
the coverage of domestic service is probably not identical in all countries. 

Unless otherwise indicated, all information in Section IV has been taken from 32.4 and 32.5 and data in Sections I and II 
have been taken from or based on information given in the same sources as have been used for Tables 58 and 60, with the 
following exceptions and adjustments: 

Denmark : Laundry and cleaning industry (“ soigneringsindustri”) has been excluded from industry and included under “ other 


services ”. 


Ме 


France : 8.5, July-September 1955, р. 41, gives the industrial distribution of the occupied population in 1954 and comparable 
estimates for 1946. Adjustments similar to those there made for 1946 have been made to the data for 1931, given in 


the 1946 population census (8.9). 


Forestry is throughout included under industry. To obtain the 1931 percentage of married women to total women 
in age group 40 to 64 it has been assumed that the difference between the proportions in age group 60 to 64 and 65 
to 69 was of the same order as in 1936. 


Western Germany : Domestic service in 1939 is taken from 10.13. All data for Section IV are from 10.14. 


Ireland: The figures for trade have been adjusted on the basis of appendix Table A of 13.3. “ Public houses ” and “ grocery 
and public house combined ” were taken out of trade in 1951 and included under “ other services ”. The 1936 figure 
for women engaged in trade has been increased by 1.4 per cent, since a similar adjustment was made in 13.3 in order 
to make the data comparable with 1936. Domestic service in 1951 includes “ jobbing gardening ”, which in the 1936 
census was part of agriculture. 


Italy : Information is taken from 34.2, except for domestic services in 1936, which is from 14.10. 


Netherlands (1950): Estimated on the basis of information given by J. A. Links and C. P. van Rijn “ Enige aspecten van de 
ontwikkeling van de Nederlandse beroepsbevolking ”, 16.2, 30 March 1955, and Р. $. Pels, “ Vrouwenarbeid in Neder- 
land ”, 16.2, 11 May 1955. It has been assumed that some 300,000 women were active in forestry and fishing and that 
17 per cent of active women were engaged in paid domestic work. Men in industry and trade have been taken from 
16.14 (ii). 


Norway : Data on domestic service are from 17.4 and in 1950 include domestic servants with small farmers that were formerly 
included under agriculture. 


Retail trade establishments and their personnel (Table 66) 


The data refer to establishments—i.e., to individual places of business. 
Food retail trade includes butchers, bakers and tobacconists. In some cases newsagents are also included. 
Non-food retail trade includes petrol stations and car dealers (so far as possible other than those specializing in repairs). 


Belgium : 3.10 (i) and 3.10 (ii). In order to avoid duplication, meat and bakery retailers without employees and running their 
business as an accessory profession have been excluded. 


Denmark : 6.3. 


Finland : 7.1. Only butchers and bakers counted in industry that have a total personnel of less than 20 have been included. 
General retailers with total personnel of less than 11 have been included under food retail trade. 


France : Data have been supplied by the Institut national de la Statistique et des Etudes économiques based on its annual 
register of traders. The break-down of itinerant traders into food and non-food was estimated on the basis of the 
distribution given in 8.4, February 1955. Butchers and bakers counted in industry, for which data are given in 8.1, 
30 April 1955, have been added. 


Western Germany : 10.11. The total of co-operative societies and general stores has been allocated to food. 
Пай : 14.15. 

Netherlands : 16.11. 

Norway : Preliminary results of the 1953 census of distribution, published in 17.2 of 3 October 1955. 


Sweden : 23.13. General village shops and ships’ chandlers have been included in food retail trade. Bicycle and car retailers 
include repair shops and petrol stations include servicing. 


United Kingdom: 27.13. Figures refer to Great Britain only. The motor vehicles, bicycles and accessories group, which includes 
a certain amount of repair work, has been included, as also have filling stations (without repairs). The rest of the 
garage group has been excluded. 


United States : 30.4. “ Eating and drinking places” have been excluded. 


Seasonal unemployment (Table 72 and Chart 10) 


The seasonal indices shown in Chart 10 have been obtained by applying twelve-month moving averages to monthly data 
on the number of unemployed for the period January 1951 to May 1955. These moving averages have then been centred to 
obtain an average relating to a specific month. The ratios for each month of the original data to the centred moving averages 
have been averaged, ignoring, however, abnormal ratios which appeared to distort unduly the “ average ” seasonal pattern. 
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The average ratios for each month thus obtained have then been adjusted in order to sum to twelve, the resultant ratios, expressed 
in percentages, being taken as seasonal index numbers. 


The data on unemployment have been taken from the regular specialized periodic national sources of labour statistics, 
though the following may be specifically noted: 


Austria : 2.4; Denmark : 6.2; France: 8.7. 


In some instances, the distinction between skilled and unskilled labour was not always made for the building and construc- 


tion trades, and a rough distinction had to be made, wherever possible, on the basis of occupation. The distinction is necessarily 
of a rather arbitrary character. 


In Table 72 the average monthly unemployment for the period 1951 to 1954 in each activity has been expressed as a per- 
centage of the wage and salary earners (plus unemployed), and the average seasonal low of unemployment has been similarly 
expressed by multiplying the lowest coefficient used for Chart 10 by this percentage. 


The number of man-years lost owing to seasonal unemployment has been obtained by applying in turn this difference to the 


number of wage and salary earners (including unemployed). The total man-years lost for all activities is the sum of those lost 
for the individual ones. 


The sources used for the number of wage and salary earners (plus unemployed) in the three sectors, together with the year 
of reference, are given below: 


Austria : 2.5, Volume 13, (1951); Belgium : 3.6 (1953); Denmark : 34.2 (1950); Finland : 7.5 (1950); France : 8.1, 28 May 
1955 (1954); Western Germany : 10.8 (1953); Netherlands : 16.10 and 16.16 (estimates for 1950 partially based оп 1947); 
Norway : 17.3 (1953); Sweden : 23.12 (1950); United Kingdom : 27.3 (1953). 


Unemployment in selected regions of western European countries (Table 73) 
Population data relate to the year 1954, except for Denmark (1950) and Belgium (1951). 
Belgium : 3.6. The figures for unemployment are related to the labour force in June 1950 and June 1954. 
Denmark : 6.1. 
Western Germany : 10.8. 


Netherlands : The male labour force has been estimated on the basis of information given in 16.5 relating to labour reserves 
by province and expressed both in absolute terms and as a proportion of the male labour force. 


Norway: 17.3. 
United Kingdom : 27.3. The figures for unemployment have been related to the labour force in May 1951 and May 1954. 


Number of persons reaching the age of 15 in each year from 1940 to 1970 (Chart 9) 


Wherever possible, use has been made of the official population projections. This was the case for the following countries: 


Denmark : 6.4. 
Finland : Information supplied by the Central Statistical Office. 
France : 8.5 (except for 1940 to 1947, for which see below), and especially the issue of January-March 1955. 


Western Germany : 10.12. 


Sweden : 23.15 (except for 1940 to 1948 and 1965 to 1970, for which see below). 

For the remaining countries, the projections have been derived from information published in 32.4 and 32.5 and national 
statistical yearbooks and bulletins. The probability of survival from the age of one year to fifteen years has been applied to the 
number of births in any one year (e.g., 1925 to give results for 1940) less the average number of deaths of children under one 
year of age in that year and the successive year (in the same example, 1925 and 1926). These probabilities have been derived 
from life tables published for each country, and the probability of survival applied was that referring to the middle year of the 
fifteen year span, obtained by interpolation and extrapolation of available national data. In all cases a 99 per cent probability 
of survival has been considered the upper limit, which has been repeated for each year following that in which it was obtained. 
Results obtained by this method compare reasonably well with the limited published data that are available. 


For France prior to 1948 and for Sweden prior to 1949 and from 1965 onwards, no published data were available and the 


above method has also been adopted. é | 
The absolute figures of 15-year-old persons thus obtained have been expressed as percentages of the estimated population 


of working age (15 to 64 years) in 1956, shown in Table XXIV. 


2°60 = 


VII. CURRENT DEVELOPMENTS AND PROSPECTS IN THE SOVIET UNION 
AND EASTERN EUROPE 


(Tables 86, XXVI, XXX, XXXVII and text tables on pp. 180 and 188) 


Distribution of the trade turnover of countries in the eastern world markets (Table 86 and text table on p. 180) 


These tables correspond to and are a continuation of Table 64 of the Survey for 1954 and are based entirely on information 
derived from the eastern world market countries, except in the case of their trade with western Europe. A detailed description of 
the methods of estimate adopted is given on p. 292 of that Survey. Since the tables aim at showing no more than orders of 
magnitude, all figures have been rounded to the nearest $10 million. 

In certain instances, information on the trade turnover between one particular country and another could not be obtained 
from either side. In such cases, rough estimates have been made and these are indicated in the table by parentheses. Some of the 
estimates for 1952 and 1953 have been revised in the light of more recent information, but only in the case of eastern Germany 
is the revision of major importance. 

Trade with overseas countries is obtained as a difference between trade with all countries in the western group and trade 
with western Europe (according to western sources). If trade with overseas countries were derived not as a residual, but, as in 
Table 87, from the trade statistics of those countries, the resulting figures would differ from those shown in the tables, particularly 
in the case of eastern Germany. A possible explanation in this particular case is that many overseas countries do not distinguish 
separately the two parts of Germany. А further—and more general—reason for the discrepancy is that re-exports from western 
Europe of goods from overseas are included neither in the trade figures of western European countries nor in the statistics of 
overseas countries.» Moreover, where trade with individual countries is small it is not always shown separately in the trade 
statistics of overseas countries. If, on the other hand, such trade increases in importance, individual eastern European countries 
may be subsequently specified, and so the actual increase in trade with eastern Europe will be exaggerated. 


The following notes relate mainly to figures for 1954 and revisions for earlier years: 


For three countries the value of total trade turnover in 1954 was available: the Soviet Union (26.2, 22 July 1955), Poland 
(communicated to the secretariat)—in both cases expressed in roubles—and eastern Germany (9.3, 13 October 1955)—in marks. 
(Trade with western Germany according to west German sources has been added.) For Czechoslovakia and Rumania, the value 
has been obtained by applying official index numbers of total trade turnover (see below) to the value of trade in 1948 (1947 for 
Rumania). For Bulgaria, official index numbers have been applied to the estimates of trade turnover in 1948, obtained as explained 
in the Survey for 1954. 


The distribution of the total trade turnover between the eastern and western world markets and/or the share of each country 
in intra-east-European trade and trade with the Soviet Union is based on official percentages, obtained as follows: 


Bulgaria: 5.9, No. 7-8, 1955 (total turnover and the distribution within eastern Europe). 


Czechoslovakia : 5.5, October and December 1955 and January 1956 (total turnover) and 26.24, No. 2, 1955 (р. 8) for turnover 
within eastern Europe. 


Eastern Germany : Total trade turnover for 1954 is based on a figure (excluding trade with western Germany) published in 9.3, 
13 October 1955, to which has been added trade with western Germany, according to western German statistics. To 
this total of $2,634 million were applied indices for total trade turnover (including trade with western Germany) for 1952 
and 1953 in relation to 1954, published in 9.8, October 1955. This source also gave a percentage distribution of the 
turnover between the two world markets, as well as between the Soviet Union and individual eastern European countries, 


Hungary : 12.1, 15 October 1955 (trade with the western world market). (No total turnover figure has been published, but it is 
known that total trade fell between 1953 and 1954.) 


Poland : 18.3, No. 18, 1953, and No. 20, 1954 (total turnover) and No. 9, 1955 (trade with the western world market and within 
eastern Europe). 


Rumania : The plan fulfilment report in 20.1, 10 February 1956, stated that total turnover in 1955 was 12 per cent greater than 
in 1954. Further, according to 20.1, 23 August 1955, total turnover in 1955 was 90 per cent greater than in 1950 (for 
which year the value is known); hence the value in 1954. Similarly, the same source indicated that the 1955 turnover 
with capitalist countries was 150 per cent greater than in 1950 and 20.1, 19 August 1955, gave trade with those countries 
in 1954 in relation to 1950, from which the value was obtained in the same way. In both cases, therefore, the trade 
with the eastern world market in 1954 is a residual. 


Soviet Union : 26.2, 26 July 1955 (total and distribution between the two world markets). 


* 
+ * 


5 Some western European countries (in particular the United Kingdom) do record re-ex 
1 orts, but these 
included in the figures for trade with western Europe. : Pee sora 
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The text table on p. 180 is derived from Table 86, except for 1955, for which the sources were : 


Czechoslovakia : 5.9, No. 12, 1955, stated that total trade turnover in January to November 1955 was 13 per cent higher than 
in the corresponding months of 1954. 


Eastern Germany : According to information supplied to the secretariat, total turnover (excluding trade with western Germany) 
increased 9.5 per cent between 1954 and 1955. If trade with western Germany is included, the increase is about 12 per 
cent. Trade with capitalist countries in January to September 1955 was 19 per cent higher than in the corresponding 
period of 1954, and with western Germany 22 per cent higher (plan fulfilment reports). 

Poland : 


Total trade turnover increased by 4 per cent in 1955 and with the western world market by 30 per cent (18.1, 1 February 
1956 and 18.4, No. 1, 1956). 


Rumania : Derived from the information used for determining 1954 turnover (see above). 


Electricity supply in the Soviet Union (text table on p. 188) 


1937: 26.38, p. 202; 1950: 26.31, No. 8, 1955, p. 29; and 26.25, No. 12, 1953; 1954: information submitted by the Soviet 
‘Government to ECE and to ECAFE, supplemented by 26.14, No. 1, 1955; 1955: the production of the Ministry has been 
estimated from the increase in capacity (directly communicated to the secretariat) and the over-fulfilment of the plan (Moscow 
radio, 24 December 1955). 


The total for 1955 and the plan figures for 1960 are from 26.2, 15 January 1956. 


Expansion of producer-goods output in the Soviet Fifth and Sixth Five-year Plans (Table XXVI) 


Output increases during the Fifth Five-year Plan are taken, unless otherwise stated, from Table XXX, or are cumulated 
from the annual plan fulfilment reports. Plan outputs are from 26.2, 12 October 1952. 


Pianned increases during the Sixth Five-year Plan are from 26.2, 15 January 1956. 


Engineering products : 1955 output compared with 1950 for products other than those appearing in Table XXX was given 
in 26.31, No. 7, 1955, pp. 5 and 6 and 26.23, No. 1, 1955, p. 1. 


Building materials : Supplementary data on actual increases between 1950 and 1955 are from 26.6, 23 September 1955. 
The planned increase 1950-1955 for walling materials was taken from 26.20, No. 11, 1952. 


Soviet industrial production in the Fifth and Sixth Five-year Plans (Table XXX) 


For data already given in Table 17 of the SURVEY SINCE THE WAR and in Table LIV of the Survey for 1954, see pp. 333 
and 279 respectively of those Surveys. For other items, except as noted below, the 1955 actual and the 1960 planned outputs 
were given in 26.2, 15 January 1956. 1955 actual outputs as a percentage of 1954 were published in the plan fulfilment 
report (26.1, 31 January 1956). 1950 and 1955 outputs were given in 26.2, 15 February 1956. 


Gas : 1955 planned and estimated actual output from 26.9, No. 5, 1955, p. 58. 26.2, 8 July 1955, gave the planned increases 
for 1955-1960, broken down by manufactured (coal/shale) and natural gas and stated that the former is to be 10 per cent of 
combined output by 1960. 


Peat : The 1955 annual plan of the Ministry of Electric Power (the largest producer) was 2.5 million tons above the 1954 
plan (26.13, No. 1, 1955, p. 1), and was over-fulfilled by 7.5 per cent, or 1.6 million tons (Moscow radio, 24 December 1955). 


Atomic power : М. A. Nikolaev, director of the atomic power station (Moscow radio, 6 November 1955) stated that output 
in the seventeen months since operations started in June 1954 was 20 million kWh. 1954 and 1955 output has been assumed 
to be at a constant monthly rate. 1960 output assumes continuous operation of the minimum capacity to be installed that year. 


Aggregate energy in coal equivalent : The 1955 computation is confirmed by an index of fuel output given in 26.31, No. 1, 
1956, p. 16, which showed 1955 output as 2.3 times 1940. 


Steel rails : Directly communicated. 


Engineering gross volume : 1955 output was 2.2 times 1950 and 1960 was to be approximately 80 per cent over 1955 (26.2, 
15 January 1956). The 1955 annual plan was 16 per cent over 1954 (26.9, No. 2, 1955, p. 54). Since this is also the relationship 
between the 1954 plan and 1955 actual it would appear that the 1954 plan (given in Table LIV of the Survey for 1954) was 
attained. 


Oil refinery equipment and turbines : 1955 output as a percentage of 1950 from 26.31, No. 7, 1955, p. 7. The 1954-1955 
change for large hydro-turbines (given in the 1955 plan fulfilment report) was assumed to apply to all hydro-turbines. 


Generators : Separate series of index numbers for the period 1950 to 1955 are given for both types of generator in plan 
fulfilment zeports for every year (except turbo-generators in 1954, for which a 20 per cent increase was assumed), and both show 
a 1954 output approximately 4.9 times that of 1950. The average of the increase shown to 1955 (5.5 times 1950 for hydro- 
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generators and 5.9 times for turbo-generators) has been applied to the 1955 figure of the output of both types together, in order 
to obtain 1950 production. 


Machine tools : 1955 over 1950 from 26.31 No. 7, 1955, р. 6. 
Instruments and spare parts : The 1955 increase over 1950 is given in 26.31, No. 7, 19555 р; 1 
Chemical equipment : 1950 to 1955 index numbers were given in annual plan fulfilment reports. 


Electric locomotives : Index numbers for 1950 to 1955 were given in the annual plan fulfilment reports, except for 1952 
(Moscow radio, 23 July 1953). 


Motor vehicles : 1954 output was 10.2 per cent over 1950 (26.23, Мо. 1, 1955, р. 1) and 1955 was approximately 10 per cent 
over 1954 (the plan fulfilment report gives 9 per cent for lorries, 14 per cent for motor-cars and 4 per cent for buses). 


Agricultural engineering : The 1955 annual plan was 20 per cent over 1954 (Moscow radio, 27 January 1955) and was fulfilled 
by 102 per cent (26.1, 31 January 1956). The index given in Table LIV of the Survey for 1954 was used to obtain 1950 output. 


Tractors : 1950 and 1955 output was given in 26.2, 15 February 1956. 


Artificial fibres—synthetic polymers : As only the 1950 to 1952 plan increases are known (26.1, 5 February 1952), this estimate, 
extrapolated to 1955 at the 1952 planned rate of growth, is only rough; moreover, the quantity produced in 1950 was very small. 


Sawn timber : 1940 and 1950 computed from Table 17 of the SURVEY SINCE THE WAR on the assumption that the trend 
of sawn timber was similar to that for marketable timber. 


Furniture and ready-made clothing : 1950, 1954 and 1955 (plan) derived from mutual relationships shown with 1954 in 
Table LIV of the Survey for 1954. 1954 in 1955 prices was derived from the 1955 value (26.1, 15 January 1956) and the volume 
increase from 1954 to 1955 (26.1, 31 January 1956). 


Matches : 1940: estimated by interpolation from 26.37, р. 209; 1950: it was assumed that the fourth five-year plan target 
was reached; 1954: the increase over 1950 is from plan fulfilment reports (including estimated increases of 10 per cent for 1952 
and 1953). 


Building materials : The year’s plan for gross output in 1955 was taken from 26.6, 23 September 1955, and was fulfilled 
by 101 per cent. 


Asbestos, kaolin, mica : Non-metallic building materials output was given for 1953 and 1957 plan (whence 1955 by inter- 
polation) in 26.6, 1 October 1954, and 1955 as a percentage of 1950 in 26.6, 23 September 1955. 


Pre-cast concrete sections : 1953 output was 59 per cent over 1952 (26.20, Мо. 1, 1954, р. 1). 1954 was 3 million cubic metres 
and almost 50 per cent above 1953 (26.2, 17 July 1955) and 1955 was expected to be 5 million cubic metres (Moscow radio, 
reporting a speech at the Conference on Concrete, 30 May 1955); an increase over the original plan for 1955 (3.5 million tons, 
according to 26.2, 20 August 1954) and for 1956 to 9 million cubic metres was announced in 26.2, 17 September 1955. The 1955 
target was not fully reached, and a shortfall of 10 per cent has been assumed. 


Knitwear : 1940: 26.2, 13 October 1952 and 24 January 1954; 1954: 26.21, No. 1, 1955. 


Five-year plan fulfilment in Albania (Table XXXVII) 


Data for 1938, 1950 and 1955 plans were given in the Law on the Five-year Plan (1.2, 3 June 1952). 1955 output was derived 
as follows: 


(i) The report of M. Shehu to the Party Central Committee (broadcast by the Albanian Telegraph Agency on 30 December 
1955) gave industrial output in 1955, increases over 1954 for oil, chrome ore and copper (1954 increases over 1953 were com- 


municated by the Albanian Government to the secretariat and 1953 outputs were given in the Survey for 1954, Table LV), and 
data on transport. 


(ii) Е. Pacrami, 36.1, 13 January 1956, gave index numbers (1938 = 100) for the output of industry (assumed to be state 
industry), manufactured consumer goods and foodstuffs. 

(iii) In a speech at a Celebration of the Tenth Anniversary of the Founding of the People’s Republic (broadcast by Tirana 
radio, 10 January 1956) М. Myftiu gave index numbers (1938 and 1950 = 100) for mining, metal-working and electricity 
production, for grain and sugar beet crops and for sown area. 


(iv) In a speech at the Democratic Front Congress (broadcast by Tirana radio, 17 June 1955) E. Hoxha gave data for cotton 
textiles, footwear, macaroni products and soap. 


(v) 1.1, 10 January 1956, gave the increase over 1950 of the tractor park. 
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УШ. THE PLANNING AND FINANCE ОЕ INVESTMENT IN THE SOVIET UNION 
(Tables 97-99 and text table on p. 214) 


Surplus of state enterprises in the Soviet Union (Table 97) 


Profits and profit transfers : Various issues of 26.9 were used, as follows: 1948 actual and 1949 plan: No. 2, 1949, pp. 40-41; 
1949 actual: No. 1, 1950, p. 36; 1950 plan: No. 4, 1950, p. 20; 1951 actual and 1952 plan: No. 2, 1952, pp. 20-21; 1952 actual: 
Avi 1953, p. 13; 1954 plan and 1953 actual: No. 3, 1954, pp. 21 and 22 respectively; 1954 actual and 1955 plan: No. 2, 1955, 
p. 42. 

The revised 1948 total actual transfers, previously given in 26.9, No. 2, 1949 as 26.5 billion roubles, are taken from 26.31, 
No. 11, 1951. 26.27, No. 1, 1953 (p. 32) gives actual total profits and total transfers for 1946 and 1947 and for 1950 and 1951, 
but the data for 1948 and 1949 appear to be plan figures. 

Other sources used are 26.1, 6 August 1953 (for 1952 and 1953 plan) and 27 December 1955 (for 1955 actual and 1956 plan). 


26.35 gave total actual profits and transfers in 1949 and 1950 and the 1951 plan (pp. 67-68) and actual transfers of current profits 
in 1950 (p. 69), while the administrative break-down in 1950 comes from 26.36, p. 2. 


Turnover tax receipts : Annual budget reports and 26.9, No. 2, 1955, p. 41 (for confirmation of actual receipts in 1946-1950 
and 1954). 


Gross investment and its finance in the Soviet Union in 1955 (Table 98) 


Gross fixed capital formation 


State enterprises and government departments : From the outlay in 1950 prices (167 billion roubles) has been deducted the 
difference between current and constant prices, described as “ lowering building costs and other internal resources of building 
sites ” (21.9 billion roubles) given in 26.9, No. 2, 1955, р. 38. “ Other internal resources ” (i.e., sales of minerals excavated in the 
course of building operations) have been considered negligible. 


Collective farms ; Data are from 26.27, No. 5, 1955, р. 17. 


Consumer (retail) co-operatives : The outlay planned in 1954 was 1.8 billion roubles (26.2, 3 July 1954) and so was assumed 
to be about 2 billion roubles in the 1955 plan. 


Industrial co-operatives : Outlay for increasing basic funds in 1949-53 was 2.3 per cent of turnover (26.27, No. 9, 1954, p. 43) 
and 1953 turnover was 47 billion roubles (26.2, 26 August 1954), so that outlay was approximately 1 billion roubles in 1953. 
The increase in basic funds between 1 October 1952 and 1 October 1954 was 2.56 billion roubles, according to 26.27, No. 2, 1955 
(p. 18), and the 1954 plan was double 1953 (Tass Despatch, 20 June 1954). It follows that 1953 was approximately 0.85 and 1954 
1.7 billion roubles. The 1955 plan was therefore assumed to be 2 billion roubles. 


Private house construction : The estimated volume of urban building is based on the 1951-54 share of private construction 
in total urban dwelling construction, given in 26.1, 7 November 1954, and expected 1955 total urban construction (approximately 
8.5 million square metres), and has been multiplied by the approximate cost of 500 roubles per square metre, representing the 
mean of the cheapest state block of flats and of a typical rural house. 


Rural construction : 500,000 houses (26.1, 27 December 1955) valued at approximately 10,000 roubles each (the average 
cost of a house in Kazakhstan, according to 26.2, 27 October 1954). 


Stock increases and work in progress 

These items are made up of the increase in allotted working capital (12 billion roubles, according to 26.9, No. 2, 1955, p. 39) 
and of 5 billion roubles bank credit (since, in 1954, 41 per cent of working capital was covered by Gosbank credits, according to 
26.28, No. 2, 1955, p. 25, and the share of bank credit in new working capital would be higher than the average). 


Provision for depreciation of fixed capital by autonomous state enterprises is given as 21.8 billion roubles (exclusive of that 
part of amortization charges financing capital repairs) in 26.9, No. 2, 1955. 


Retained profits 

State enterprises: 26.9, No. 2, 1955, p. 42. к 

Outlay from profits of co-operatives and private saving invested in house construction has been obtained by deducting from 
their total investment outlay bank credits made to these sectors. 


Short-term credits to state enterprises 
For these state bank credits see sources to text table on p. 214 (p. C-24 of this Appendix). 


Loans and mortgages by industrial banks 

Loans to building enterprises and to local authorities are made by Prombank and Tsekombank; to collective farms and 
farmers by Selkhozbank; and to industrial and retail co-operatives by Torgbank. Mortgage loans on private houses are made by 
Tsekombank (in urban areas) and by Selkhozbank (in rural areas). 
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Torgbank : The estimate is based on the 1954 plan (300 million roubles, according to 26.2, 23 October 1953) for retail co- 
operatives and the statement that annual funds for long-term credit to industrial co-operatives amounted to “ hundreds of millions 
of roubles ” (26.27, No. 9, 1954), which is understood to imply less than a billion. Long-term credits outstanding and overdrafts 
for working capital granted to industrial co-operatives rose in the five years to 1954 from 5.5 to 9.3 billion roubles (26.27, No. 2, 
1955), and so averaged just under 1 billion a year. 

Tsekombank : The 1954 plan for house construction was one billion roubles, according to 26.34 (р. 335). 

Selkhozbank : The financing of productive investment in agriculture is from 26.1, 4 February 1955, and of house construc- 
tion from 26.4, 10 September 1955. 

Thus, the non-agricultural credits by long-term investment banks sum to three billion roubles in 1955. 26.1, 27 December 
1955, gives a figure of 40 billion increase in credit in the five years 1951-55, of which 17 billion is known to be by Selkhozbank 
for agricultural credits, thus leaving an average of 4.6 billion for non-agricultural credits by the investment bank. 


Prombank and loans to local authorities by Tsekombank : As the decree on expanding the output of consumer goods (26.1, 
28 October 1953) provided in paragraph 56 for new loans of from one to six years from Prombank to local industry and in para- 
graph 57 for loans of from one to five years by Tsekombank for municipal services, and as Prombank short-term credit to building 
organizations would have increased both with the volume of building work (and of unfinished.construction within the total) 
—cf. 26.9, No. 1, 1955, pp. 15 and 19—the value of credit expansion for these objects is assumed to be rather more than double 
the 1.6 billion roubles shown as the difference between the over-all average of 4.6 billion and the three billion already accounted for. 


Personal saving 
The increase in savings bank deposits and in state loan subscriptions and service are taken from Table XXV. 


Budget grants to state enterprises 
Taken from 26.9, No. 2, 1955. 


Finance of state gross fixed capital formation in the Soviet Union (Table 99) 


The full distributions planned are given in 26.9, No. 3, 1954 (p. 18) for 1954, and No. 2, 1955 (p. 38) for 1955, and in 26.1, 
27 December 1955 for 1956. Budget grants and planned constant-price total expenditure for 1951 to 1953 are given in 26.31, 
No. 6, 1954 (p. 10). The difference between total expenditure in 1951 in current prices and constant prices is to be found in 
26.9, No. 2, 1951 (p. 30) in money terms and in No. 4, 1951 (p. 89) in percentage terms. The combined effect of the 1952 price 
reductions and the fall in costs of industrial output was “ over 8 per cent ” (26.1, 23 January 1953). The combined effect of the 
price and cost cuts in building must have been somewhat less (since industrial costs have declined faster than construction costs 
in all the years of the Five-year Plan for which data are available) ; the planned cost and price reduction must have been higher 
than actual, since 26.1 of 23 January 1953 states that the plan was unfulfilled and 26.31, No. 8, 1955 (р. 61), states that actual 
costs in building-installation work exceeded the plan by 2.7 per cent. An estimated cumulative fall (actual 1951 and plan 1952) 
of 12.2 per cent in all has been applied to the value in constant prices. The difference in 1953 between constant and current 
prices has been interpolated between 1952 and 1954. Amortization allowances in 1951 to 1953 have been computed on the basis 
of changes in the capital stock (end-year index numbers for 1950, 1952 and 1953 quoted in 26.29, No. 3, 1954, p. 53, and 26.31, 
No. 6, 1954, р. 11) and the known amortization charges for 1954. Retained profits are a residual, but their order of magnitude 


can be checked against the following table : 
(Billions of roubles) 


1948 1949 1951 1952 1953 1954 1955 

Retained profits : 

Working capitalise ee 4.7 3.9 5.9 6.1 10.8 10.8 7.5 

Capital investment. ...... 11.4 15.4 (15.4) (12.0) (13.1) 12.5 11.9 

Сарцайтераи ganar me mein ras — 4.3 (4.0) (2.1) (ies) 1.6 

Other ее 4.1 6.3 (7.5) 8.3 (9.0) de 10.0 

Government dividend ..... 22.0 32.2 (44.0) 59.6 (77.0)6 89.8 112.3 
Current projits о ооровоно 34.8 69.6 76.8 88.1 111.5 123.4 143.3 


Sources: As for Table 97 and annual budget reports. 


a Actual dividend was 44.3; total transfers of profits (1.е., including transf i i 
Pee Sone p ( g ers of excess working capital) were 47.2 planned 


6 Planned total transfers were 80.6 and actual excess working capital transfers were 3.0. 


Bank credit outstanding on 1 January in the Soviet Union (Text table on p. 214) 


State bank credits : 1933 and 1938: 26.33, р. 245; 1941: 26.40, volume 4 (under “ Banks ”); 1954: 26.41, р. 536. 

1955 was 23 per cent above 1950, according to 26.9, No. 2, 1955 (p. 33). 1956 credits were 33 billion roubles greater than 
1951 and 1951 was three times 1941 (26.27, No. 1, 1953, p. 16). Consistent with these statements are the following estimates for 
years not appearing in the table : 1950—177 billion, and 1952—198 billion. 


Investment bank credits ; 1933-41: The total of all bank credits (whence investment banks by difference) is given in 26.27, No.1 
1953, p. 16. The increase from 1951 to 1956 was 40 billion roubles, or more than 50 per cent, according to 26.1, 27 Deccatber 1955. 
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Albania 
А. 1950 and 1955 plan from a speech by М. Shehu on 1 April 1952 (Tirana radio, 2 April 1952); 1951 estimated; 1952 
(1953 increase over 1952) from speech by M. Shehu on 28 April 1954 (Tirana radio, 29 April 1954); 1953 and 1954 
(increases over 1951) 36.1, 26 November 1954. 


B. Total investment 
1951-54 cumulative value: see under F. Index numbers based on the preceding year have been taken from 1.3, 
19 February 1952 (for 1951), 10 February 1953 (for 1952), and 15 April 1955 (for plan 1955, which is assumed to have 
been fulfilled to the same degree as the half-year 1955 plan). 1953 over 1952 is from the plan fulfilment report. 1954: 
the plan was 11.5 times 1938 (1.3, 2 September 1954) and 1950 was five times 1938 (4.3, No. 4, 1955); the 1954 plan 
was 83 per cent fulfilled. 1949: 1950 was twice 1949 (Tirana radio, 29 January 1951). 


Industry 

1950-1953 index numbers are from 1.3, 6 November 1953; 1954: estimated from national economy total expenditure 
less agricultural investment, as given in the budget report for 1954 (1.2, 14 April 1954). These indices were applied to 
the cumulative total 1951-54 explained in F. 1955 was estimated (see under F), but the figure agrees with the one quoted 
in the 1955 budget report for “ economic construction ”. 


Agriculture 

1954 over 1951: 1.3, 2 September 1954. 1953 over 1952: communicated to the secretariat; 1954 over 1953: 1.4, 
July 1954 (assuming the plan has been fulfilled), These indices were applied to the cumulative total for 1951-54 explained 
in F. 1955: the budget report showed an increase in appropriations of 0.1 billion lek over 1954. 


Housing 


1950, 1954 and 1955: Tirana radio, 17 June 1955; 1952 and 1953: plan fulfilment reports; 1951 plan was double 
1950 (1.3, 13 June 1951). 


Е. 1951: 1.3, 13 June 1951; 1952: 1.3, 8 March 1952; 1954: 1.2, 14 April 1954. 


F. Plan figures are from 1.2, 3 April 1952. Cumulative totals (including a sector break-down) for 1945-54 actual were 
given in 4.3, No. 4, 1955 (p. 109), from which can be deducted 1946-50, given in 1.2, 3 April 1952. (1954 investment 
may be ignored, since 20.3, No. 11, 1951 (p. 119), gives 1950 investment as a proportion of 1946, implying a figure of 
only 0.16 billion Jek for 1946.) It is further assumed that the data given in 4.3 are at 1950 and not at current prices. 
1955 investment was to be 23 per cent above 1954 (1.3, 15 April 1955) and the first half-year plan was 90 per cent ful- 
filled. The same degree of fulfilment has been assumed for the whole year and the total distributed amongst branches 
in the proportions shown up to 1954. Housing, however, was available separately (from Tirana radio, 17 June 1955), 
1.3, 1 July 1955, and plan fulfilment reports. 


Bulgaria 
A. 1948 Prices 


1948: calculated from gross national product less depreciation. Gross national product was derived from state gross 
fixed investment (see D below) by a percentage relationship given in 4.3, No. 11, 1953, р. 71. Provision for depreciation 
as a percentage of gross state fixed investment was given in 4.2, No. 4, 1949, p. 66. 1952 compared with 1948 was given 


in the summary report on the achievements of the five-year plan, published in 4.1, 30 April 1953, and 1953 compared 
with 1952 has been taken from the plan fulfilment report. 


1939 Prices 


1948 and 1952: 4.3, No. 11, 1953, p. 19. 1949 and 1950 in relation to 1948 were given in 18.4, No. 10, 1952 (p. 42) 
and 1951 in relation to 1950 in 26.45, No. 2, 1953. | 


Net output by sectors in 1948 and 1952 (footnote b to Table 115) has been taken from 4.3, No. 11, 1953, p. 21. 


В. 1949-52: derived from current-price data (see D below). The implied index of investment prices for 1949 (1948 = 100) 
was obtained from data in constant prices in the plan fulfilment report for 1949 and corresponding data in current 
prices derived from 26.44, p. 163, the 1949 budget report, and 4.2, No. 4, 1949, p. 66. The indices for 1949-51 (1952 = 
100) were derived from gross fixed investment in 1952 prices, supplied by the Government of Bulgaria (see Table 116), 
and data on current prices (see D below) after adjustment of the constant-price data to the same coverage. These 
indices were then linked to the index for 1949. The figures for 1953 and 1954 are derived from investment in current 
prices on the assumption of an unchanged price level between 1952 and 1954. 


Net investment has been obtained by deducting the depreciation figures explained in E. 


(С, 1948-1952: derived from 4.3, Мо. 11, 1953, р. 71, which gave state net fixed investment аз а percentage of national 
income, and the values of state net fixed investment, as explained in D and E. 1953: gross national product was first 


obtained from the percentage relationship to state gross fixed investment given in 4.5, after which depreciation (see E) 
was deducted. 
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1954: provisional estimate assuming that the plan for the year was fulfilled, the bad harvest in bread grains being 
compensated by a slight over-fulfilment of the plan for industry. 


State investment 


1948: 4.3, No. 2, 1949, p. 163; 1949 and 1950: 4.2, No. 10, 1952, p. 18; 1951 and 1952: 26.24, No. 7, 1952, p. 2; 1953: 
4.5; 1954: 4.1, 10 April 1954, and the plan fulfilment report. 


Private investment 


Estimates for 1949 to 1952 were made mainly on the basis of information supplied by the Government of Bulgaria 
on agricultural investment by co-operatives, with an allowance for private housing, included in the figures for total 
housing investment. 


1948: the share of depreciation in gross state fixed investment was obtained from data on gross and net fixed investment 
in the years 1947 and 1948 together, given in 4.4, 18 January 1949, 4.3, No. 2, 1949, p. 163, and 4.2, No. 10, 1952, p. 18. 

1948-53: planned depreciation as a percentage of planned state gross fixed investment in each of the years was given 
in 4.2, No. 4, 1949, p. 66. In view of the close correspondence between planned and actual investment for the period 
as a whole, the use of the planned relationship can be justified. 


The plan directives were given in 4.4, 18 January 1949, and the fulfilment report (Table 113) in 4.1, 30 April 1953. 
Actual state investment by sectors (Table 112) in 1949-52 was given in the summary report on the plan (4.1, 30 April 1953) 
and in 1953 in 4.1, 9 and 10 September 1954. The distribution between heavy and light industry is based on information 
supplied by the Government of Bulgaria. 


Czechoslovakia 


A. 


D. 


Total national income 

1948: 5.12, р. 56; 1953 (1948 =100): 5.6, Мо. 12, 1954, р. 383. 

1950-1952: estimated from 1953 by percentage changes given in the plan fulfilment reports; 1949: estimated from the 
percentage increase in 1950 given in 5.5, 1 January 1952, p. 12 (in terms, however, of 1937 prices). Owing no doubt to 
the use of different base-year prices the change between 1948 and 1949 obtained as a residual is slightly lower than that 
indicated in the source last mentioned (111 instead of 1214 per cent). 


Net output by sectors 

Agriculture and industry were derived from their shares in national income given in 5.13, p. 91. Building and construc- 
tion for 1948 and 1953 were similarly derived from 5.2, 4 January 1955, and intervening years were obtained by inter- 
polation of an index of gross output for the sector, given in 5.7, No. 6, 1954, p. 211. 


Total investment 
The five-year totals and year to year changes in current prices (see under D) were recalculated at 1 January 1948 prices 
on the basis of partial information concerning gross fixed investment and construction work as follows: 

An investment price index for 1950 of 141 was derived from a comparison of investments initially planned for 
1949-1953 at 1 January 1948 prices (5.12, p. 57) with the same value expressed in 1950 prices in 5.10, 28 February 1951. 
Similarly, indices of construction costs for 1949 and 1953 were obtained, the value of building work at 1 January 1948 
prices for each of the years 1949 to 1953 being derived from 5.12 (p. 122) and 5.7, No. 6, 1954 (p. 211). A 1949-1953 
total at 1953 prices (in new currency units) was published in 5.6, No. 10, 1954 (p. 380). 1949 in current prices was 
available in 5.1, 25 February 1951. The index of construction costs thus obtained (1 January 1948=100) was 150 for 
1949 and 170 for 1953. It was further assumed that the 1953 construction cost level also ruled in 1950-52. Assuming 
an estimated share of construction work in total investment in 1950 of 47 per cent, a price index for equipment (1 January 
1948=100) of 116 is obtained for that year and was assumed to be valid for all years of the plan. 

The construction cost index was then combined with the equipment price index with weights 56:44 in 1949 and 52:48 


in 1951-1953. 


Agriculture 

See under E. 

The total for 1950 was given in 5.1, 27 February 1951 and for 1953 was calculated by applying to the figure in 1948 
prices a price index derived from 5.7, No. 7, 1955 (p. 269). (The five-year total of national income was 566 billion new 
Kés at 1953 prices, or 2,830 billion old Kés, and 1,415 billion old Kés at 1 January 1948 prices. 

The percentage share of accumulation in national income for 1948 and 1953 was given in 5.8, No. 4, 1955 (p. 248) and 
for 1950 in 5.5, 1 January 1952 (p. 13). 


The total for 1949-1953 was given in 5.1, 1 January 1954. 1949 and 1950 values were taken from 5.3, 27 February 1953, 
and 1951 over 1950 from 5.4, 4 January 1952. 1952 and 1953 together were thus a residual, which was distributed 
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B. Total investment 
1949: Investment within the plan and outside it was given in 18.9, pp. 44 and 47. A cumulative figure of 102.6 billion 


zloty for state investment in 1950-1953 was given in 18.4, No. 7, 1954 (p. 5), and distributed by means of year-to-year 
percentage changes in plan fulfilment reports. 1954 over 1953 is from the plan fulfilment report, while for 1955 the 
plan given in 18.6, No. 4, 1955 (p. 74), was assumed to have been fulfilled. 


Investment by sectors 
The 1949-1953 data have been derived by applying to total state investment the percentage distribution by sector in 18.4, 
No. 7, 1954, p. 7. Percentage indices and changes by sectors for 1954 over 1953 were given in the plan fulfilment reports 


and for 1955 the planned investment by sectors was assumed to have been fulfilled. 


Е. The plan was published in 18.2, No. 37, 1955, pp. 427-450. 
1950-1955 actual (Table 112) is taken from Table 125. 


Rumania 


A. 1948 prices 
National income in 1948 was given in 20.2, 5 February 1950, and the 1949 volume increasé over 1948 in 20.3, Мо. 12, 
1955 (p. 20). The increase in 1950 over 1949 was derived from 20.1, 24 and 28 December 1955. 1953 and 1955 in rela- 
tion to 1948 were derived from index numbers given in 20.1, 23 August 1954 and 24 and 28 December 1955, respectively. 
The figures shown for 1951 and 1952 are interpolations based upon fluctuations in industrial and agricultural output. 
1954 has been derived from the 1955 plan fulfilment report, which gave the increase for 1955 over 1954. 

Net output for all three sectors in 1952, 1953 and 1955 was obtained as follows: the percentage contribution of 
industry to national income in 1952 was given in 20.3, No. 11, 1952, p. 29, and for 1953 the ratio of industrial net output 
to agricultural net output was published in 5.8, No. 4, 1954. For 1951 and 1952 the share of “ other branches of material 
production ” was given as 15 per cent in 20.3, No. 11, 1952 (p. 29), and the same percentage has been accepted for 1953, 
thus permitting the establishment of absolute values in both 1952 and 1953. For 1955 20.1, 24 December 1955, stated 
that slightly more than half of national income was generated in industry and that agriculture accounted for somewhat 
more than one-quarter of national income. This, together with an assumption concerning the share of the residual 
item, permitted the establishment of absolute values in 1955. Plan fulfilment reports for other years gave index numbers 
of gross industrial output, which, applied to the known value in 1950, enabled values to be estimated for other years. 
These gross values were then adjusted by application of a coefficient representing the ratio of net output to gross output 
in industry on the assumption that this relationship declined progressively from 60 per cent in 1948 to 51 per cent 
in 1955 (the pre-war ratio was 52 per cent). Net output of agriculture for other years (1949-1951 and 1954) has been 
estimated from changes in crop production. 

1950 prices Е 

1953 was derived from the ratio of national income to state gross fixed investment given in 20.1, 13 September 1955, 
applied to the investment figure under В. The estimates for other years are based on the volume relationship behind 
the series in 1948 prices, and it is therefore assumed that valuation in 1950 instead of 1948 prices would not materially 
affect the year-to-year changes in national income. 


B. Total fixed investment 
1949 to 1953: derived from plan fulfilment reports. 1954 and 1955 together were obtained as a residual from the 1951-55 
total (20.1, 24 December 1955) by deducting the estimates for 1951 to 1953. The change between 1954 and 1955 was 
given in the 1955 plan fulfilment report. 


State agricultural investment ; 
1951-55 cumulated was given in 20.1, 24 December 1955, and 1950-52 cumulated in 20.1, 23 August 1953. The total 
for these latter three years was approximately distributed, while 1953 and 1954 were published in 20.1, 23 August 1954, 
and the plan fulfilment report for 1954 respectively, leaving 1955 as a residual. 

F. 1951 to 1955 plan was published in 20.5, 16 December 1950, and the 1956 to 1960 Plan in 20.1, 24 December 1955. 
The indices of planned change in national income and net agricultural output (Table 113) were adjusted so as to conform 
to actual results in 1950, instead of to plans for that year. 

The planned five-year totals for investment by industrial branches shown in Table 127 were slightly adjusted in some 
cases in order to exclude planned social and cultural investments by industrial enterprises. 

The 1951-1955 totals of actual investment by sectors and by branches of industry (including Table 127) were taken from 
20.1, 24 December 1955. 


Soviet Union (Table 128) 


B. Total gross fixed investment 
Planned expenditure 1950-55 is from the annual budget reports and actual expenditures in prices of 1 July 1950 
have been obtained by applying the annual index numbers quoted in the plan fulfilment reports to the final 1950 invest- 
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ment value of 1 10 billion roubles. This figure is derived from the plan value in 1 January 1950 prices of 135.6 billion 
roubles (given in the 1950 budget report), after excluding the cost of planning and drafting work (not included in capital 
investment totals since 1951, when it represented a 3 per cent addition to the total) and deflating to the lower cost- 
schedules of 1 July 1950. (Compared with the planned reduction of 25 per cent in July 1950, ministries and depart- 
ments lowered costs of capital construction on an average by 20 to 25 per cent, according to 26.9, No. 4, 1951, p. 21.) 
The resultant series shows under-fulfilment of plan in each year (as indicated by the annual plan fulfilment reports). 
1956 planned investment was given in 1 July 1955 prices in 26.1, 27 December 1955. The cumulative total of investment 
in 1951-55 in 1955 prices came to 565 billion roubles (26.2, 15 January 1956), making 453 for the period 1951-54, since 
1955 investment was 140 billion roubles. Taken in conjunction with the estimates already obtained in 1950 prices, this 
gives an implied price index for July 1955 (1950 = 100) of 80. 


Investment by sectors 


The following notes relate to sources used for information not contained in Table 36 of the Survey for 1954 (for the 
sources of which see p. 291 of that Survey) : 


The sector distribution of actual investment in 1953 and planned investment in 1954 was given in 26.2, 22 to 27 April 
1954. A list of those ministries failing to fulfil the 1954 investment plan was given in the plan fulfilment report for that 
year, which also stated that the Ministry of Power Stations fulfilled its plan. The plan for electric power was con- 
sequently assumed to have been exactly fulfilled, and similarly for coal, which was not included in the list of under- 
fulfilling ministries. The plan for state agricultural investment in 1954 was 21 billion roubles, according to the 1954 
budget report. The investment plan of the Ministry of Agriculture was only two-thirds completed by the end of October 
(26.2, 15 November 1954). The extent of under-fulfilment by the Ministry of Procurement is unknown. The 1954 plan 
for the Ministry of State Farms was 3 billion roubles (26.2, 7 February 1954) and actual investment was 5 billion roubles 
(derived from 26.9, No. 2, 1955, p. 36). 1954 and 1955 agricultural investment together equalled 34.4 billion roubles 
(26.2, 15 February 1956). The 1955 plan for electric power was 1.5 billion roubles over 1954 (26.9, No. 2, 1955, p. 54): 
as the 1954 plan was fulfilled (26.2, 21 January 1955) the increase was applied to the 1954 plan figure. Actual investment 
in coal in 1953 is not available, but the increase in the first half of 1954 over the first half of 1953 (26.1, 23 July 1954) 
has been used to obtain an approximate figure. The 1955 plan for coa! and oil investment together was 3 billion roubles 
over 1954, according to 26.31, No. 8, 1955, p. 53; half of this has been assumed to be in coal. The 1955 plan in heavy 
industry and all industry is from the 1955 budget report. | 


For the other sectors the planned 1955 investment has been assumed to be proportionate to the planned change in 
expenditure in each sector under the classification “ national economy ” in the budget report. Each sector, as well 
as the total, was then multiplied by 1.08 in order to allow for the planned wholesale price reduction during the year 
(the figure given in the budget report for all state investment, allowing for the price change, was 167 billion roubles, 
but the 1955 fulfilment of 95 per cent, if applied to estimated actual expenditure of 173 billion roubles, gives 182 billion 
roubles—i.e., 108 per cent of the figure quoted in the budget report). Each sector plan was then adjusted to actual in 
conformity with the ministry fulfilments shown in the plan fulfilment report for 1955. 


1953 (provisional) and 1954 (plan) light industry and food industry figures are from 26.2, 28 and 30 October 1953, 
respectively. The under-fulfilment of the 1953 plan (9.6 and 15.3 per cent respectively) was given in 26.2, 23 April 1954, 
and the combined total for 1953 actual was reported as 7.6 billion roubles in 26.2, 22 April 1954. The break-down 
made of this total into light and food industries takes account of this degree of plan fulfilment in adjusting the 1953 
provisional total. The finally approved 1954 plan (first approved in October 1953) may have been a little less than the 
14.4 billion indicated, as 26.26, No. 1, 1954, stated that it was to be 86 per cent over the 1953 actual. (The figures were 
given as 7.6 and 14 billion roubles for 1953 and 1954 plan respectively in 26.2, 11 March 1954.) The sum of 1951 and 
1952 investment in the food industry was equal to 1954 planned investment (26.26, No. 1, 1954) and its distribution 
between 1951 and 1952 has been approximately gauged from the increase in productivity, which was 6.5 per cent, 
according to 26.8, No. 4, 1952. Light industry investment is obtained as a residual from the volume increase of light 
and food industry together given in the annual plan reports, for which, however, a 10 per cent increase had to be assumed 
in 1951. 

Starting from 1953 values in 1950 prices, the index numbers of volume increase given in the annual plan reports have 
been used, wherever possible, to obtain the constant-price values for sectors other than industry in other years. In 
the absence of data for the whole year 1953, results for the first half-year have been used. The following other estimates 
were made: Transport : For 1953 the first half-year increase for railways only (13 per cent) and for 1952 an increase 
of 5 per cent; Agriculture : for 1952 and 1953, a 10 per cent fall and a 10 per cent rise respectively; Trade : for 1951 
and 1952, 5 per cent increases in each year. 


Total fixed investment in current prices 


Actual expenditure is derived from the percentage excess of actual over planned costs in building-installation work in 
1951-54, given in 26.31, No. 8, 1955, p. 61, and planned expenditure from Table 99. 
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(iv) A significant part of the monthly trade data for Finland is not specified by countries. The geographical distribution 
given in the annual statistics has been assumed to apply to this unspecified portion. 

(v) The value figures for all countries (including Austria) include imports under foreign aid programmes. 

(vi) In the case of the Netherlands, the diamond trade, for which no break-down by countries is available, has been excluded 
for 1953 and 1954. As from January 1955, this trade is included in data by country of origin and destination in the national trade 
statistics, but is not separately distinguished. 

(vii) The figures for Greece, Spain and Turkey for January-September 1955 are estimates based on monthly figures so far 
published. 

(viii) Trade in industrial gold has been excluded as indicated below: 


France : non-monetary gold (items 16-24 in the French nomenclature) is included in the French statistics, but has been 
excluded from Tables XXX and XXXI. The figures for gold shipments by main areas in the periods shown are as follows: 


French imports and exports of non-monetary gold 


Millions of current dollars 
January-September 


1953 1954 1955 
Total Пров Rote te 177.1 124.4 “38.4 
of which: 
frome Groups lian eee ee DOES 30.1 26.9 
Е. 37.4 38.5 4.1 
УП. Sys) — ЭТ 
УП — 35.8 — 
А 4.4 3.8 Se 
D GAN tts he a te ne 94.1 8.1 — 
Ху ее 8.9 7 0.2 
Гоа ехрота п р и 181.1 119.6 39.7 
of which: 
to: Group ое eee 3.9 --- -— 
ПР к 163.0 108.1 32.4 
У ees 3.3 1.4 1.8 
ХУ 10.2 7.9 4.9 


Finland : Similarly, Finland’s imports of monetary gold from the Soviet Union, which are recorded only in September 1954 
and amount to $5.0 million, have been excluded. 


(c) Conversion into United States dollars 


The trade conversion factors used are those given in 32.2. In the case of Austria, western Germany and Greece (except 
for 1955) the dollar values were taken directly from the national trade statistics. 


(d) Grouping of countries 


The detailed classification of countries is essentially the same as that used in the Survey for 1954 (see pp. 296-7), with the 
following minor differences: 


Group XIII: For 1955, French India is included in India and excluded from Group XIV. 


Group XIV: National trade statistics now usually distinguish between the provinces of Cambodia, Laos and Vietnam 
in Indochina, 
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LIST OF SOURCES QUOTED IN APPENDIX C 


ALBANIA 


1.1 


Пет i Popullit. Daily. 


1.2. Bashkimi. Daily. 
1.3 Agence télégraphique albanaise, Paris: Albanie. Twice a week. 
1.4 L?Albanie nouvelle, Tirana. Monthly. 
AUSTRIA 
21 Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung. 
22 Statistische Ubersichten zu den Monatsberichten des Osterreichischen Institutes fiir Wirtschaftsforschung. 
2.3 Mitteilungen des Direkzoriums der Osterreichischen Nationalbank. Monthly. 
2.4 Osterreichisches Statistisches Zentralamt: Statistische Nachrichten. Monthly. 
2.5 Osterreichisches Statistisches Zentralamt: Ergebnisse der Volkszaéhlung vom 1. Juni 1951, 1953. 
2.6  Osterreichisches Institut fiir Wirtschaftsforschung: Der Teilzahlungskredit in Osterreich, October 1954. [Beilage Nr. 28 
of 2.1: } 
2.7 F. Nemschak (for Osterreichisches Institut fiir Wirtschaftsforschung): Zehn Jahre dsterreichische Wirtschaft 1945-1955, 
1955. 
2.8  Osterreichisches Statistisches Zentralamt and Osterreichisches Institut fiir Wirtschaftsforschung: Osterreichs Volksein- 
kommen im Jahre 1953, 1955. 
2.9  Osterreichisches Statistisches Zentralamt and Osterreichisches Institut fiir Wirtschaftsforschung: Beitrag zur Berechnung 
des Osterreichischen Volkseinkommen in den Jahren 1950 und 1951, 1952. 
2.10 Bundesministerium fiir Verkehr und verstaatlichte Betriebe: Monatsstatistik. 
2.11 Jahrbuch der Arbeiterkammer fiir Wien. 
BELGIUM 
3.1 Agence économique et financiére. Daily. 
3.2 Bulletin hebdomadaire de la Kreditbank. 
3.3 Institut de recherches économiques et sociales de 1’Université de Louvain: Service mensuel de conjoncture : Statistiques. 
3.4 Banque nationale de Belgique: Bulletin d’information et de documentation. Monthly. 
3.5 Institut national de Statistique: Bulletin de Statistique. Monthly. 
3.6 Ministére du Travail: Revue du travail. Monthly. 
3.7 Université catholique de Louvain: Bulletin de I’ Institut de recherches économiques et sociales. Eight times a year. 
3.8  Ministére des affaires économiques: L’économie belge en 1953, 1954. 
3.9 Compte rendu des opérations et de la situation de la Caisse générale d’épargne et de retraite de Belgique. Annual. 
3.10 Institut nationa! de Statistique: Recensement général de la population, de l'industrie et du commerce au 31 décembre 1947, 
1953. 
(i) vol. IX: Recensement du commerce. 
(ii) vol. Х: Recensement de l'industrie. : 
3.11 Institut de sociologie Solvay, Université libre de Bruxelles: Economie belge et comptabilité nationale 1948-1954, 1955. 
3.12 Institut de sociologie Solvay, Université libre de Bruxelles: Premiers éléments d’une comptabilité nationale de la Belgique, 
1948-1951, 1953. 
3.13 Ministére des affaires économiques, Service: Energie électrique: Productions mensuelles d’énergie électrique. 
3.14 Fabrimétal: Rapport annuel du Conseil d’ Administration. 
3.15 Institut national de Statistique: Annuaire statistique de la Belgique et du Congo belge. 
3.16 Etudes complémentaires au compte rendu de la Caisse générale d’épargne et de retraite de Belgique. [Supplément to 3.9.] 
BULGARIA 
4.1 Rabotnichesko Delo. Daily. 
42 National Bank, Investment Bank and Ministry of Finance: Finansii i Kredit [formerly Pari i Kredit]. Monthly. 
43 State Planning Commission: Planovo Stopanstvo. Monthly. 
4.4 Izvestiia na narodnoto Sobranie (Official Gazette) [Prior to 1951, Drzhaven Vestnik]. Irregular. 
4.5 Bulgarian Telegraphic Agency: On the Directives of the Sixth Congress of the Bulgarian Communist Party on the Second 
Five-year Plan for the Development of the People’s Republic of Bulgaria from 1953 to 1957, 25 February 1954. 
CZECHOSLOVAKIA 
5.1 Rudé Prdvo. Daily. 


5.2 


Nova Svoboda. Daily. 
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HUNGARY 

12.1  5гафаа № р. Daily. 

12.2 Hungarian-Soviet Society: Magyar-Szovjet Kézgazdasdgi Szemle (Hungarian-Soviet Economic Review). Monthly. 

123 Central Statistical Office: Statisztikai Szemle [Formerly Magyar Statisztikai Szemle]. Monthly. 

12.4 Vas, Z.: Az 5-éves terv mdsodik évének feladatai (The Tasks of the Second Year of the Five-year Plan), 1951. 

12.5 State Planning Office: Jelentés а hdroméves terv elsé évérél (Report of the First Year of the Three-year Plan), 1948. 

12.6 National Bank of Hungary: Reports submitted to the Twenty-third Ordinary Annual Meeting of the General Assembly, 
1949. 


IRELAND 

13.1. Central Statistics Office: Irish Trade Journal and Statistical Bulletin. Quarterly. 

13.2 Central Statistics Office: Statistical Abstract of Ireland. Annual. 

13.3. Central Statistics Office: Census of Population of Ireland 1951. Volume Ш, Part 1I—Industries and Industrial Status, 1954. 


ITALY 


14.1 Istituto per gli Studi di Economia: Mondo Economico. Weekly. 

14.2 Istituto Centrale di Statistica: Bollettino mensile di Statistica. 

14.3 Istituto Centrale di Statistica: Notiziario Istat. Monthly. 

14.4 Banco di Roma: Review of the Economic Conditions т Italy.. Every two months. 

14.5 Association of Italian Joint-stock Companies: Italian Economic Survey. Every two months. 

14.6  Rassegna di Statistiche del Lavoro. Every two months. 

147 Documentation centre, Rome: Italian Affairs. Every two months. 

14.8 Banca d'Italia: Bollettino. Six times a year. 

14.9 Ministero del Lavoro: Statistiche del Lavoro, Quarterly. 

14.10 Commissione parlamentare di Inchiesta sulla Disoccupazione: La Disoccupazione in Italia, 1953. 

14.11 Istituto Centrale di Statistica: Annuario Statistico Italiano 1954, 1955. 

14.12 Ministero del Bilancio and Ministero del Tesoro: Relazione generale sulla situazione economica del paese. Annual. 

14.13 Ministero dell’Industria e del Commercio: Le vendite a rate dei beni di consumo in Italia, 1955. 

14.14 Banca d’Italia: Assemblea generale ordinaria dei partecipanti. Annual. 

14.15 Centro per la Statistica Aziendale, Florence: Index. Monthly. 

14.16 Mutual Security Agency, Special Mission to Italy for Economic Co-operation: Valutazione della produzione e disponi- 
bilita totale di beni e servizi in Italia, 1950-1951-1952, 1953. 

14.17 L’Industria. Milan. Quarterly. 

14.18 Ministero dei Lavori Pubblici : Bollettino della produzione mensile di energia elettrica in Italia. Every two months. 


LUXEMBOURG 


15.1 Ministére des Affaires économiques: Bulletin du Service d’Etudes et de documentation économique et de I’ Office de la 
Statistique générale. Quarterly. 


NETHERLANDS 


16.1 Rotterdamsche Bank: Weekbericht. 
16.2 Nederlandsch Economisch Instituut: Economisch-Statistische Berichten. Weekly. 
16.3 Maandschrift van het Centraal Bureau voor de Statistiek. 
16.4 Statistisch Bulletin van het Centraal Bureau voor de Statistiek. Frequent but irregular. 
16.5 Centraal Bureau voor de Statistiek: Maandstatistiek van de nijverheid. 
16.6 Centraal Bureau voor de Statistiek: Sociale maandstatistiek. 
16.7 Centraal Bureau voor de Statistiek: Maandstatistiek van het financiewezen. 
16.8 Centraal Bureau voor de Statistiek: Statistische en econometrische onderzoekingen. Quarterly. 
16.9 Amsterdamsche Bank Quarterly Review. 
16.10 Centraal Bureau voor de Statistiek: Statistisch Zakboek 1954, 1954. 
16.11 Centraal Bureau voor de Statistiek: Statistisch Zakboek 1955, 1955. 
16.12 Centraal Bureau voor de Statistiek: Herziene berekeningen omtrent de toekomstige loop der Nederlandse bevolking 
1951-1981, 1954. 
16.13 Ministry of Economic Affairs: Fifth Memurandum on the Industrialization of the Netherlands, September 1955. 
16.14 Centraal Bureau voor de Statistiek: 2е Algemene bedrijfstelling, 16 October 1950. 
(i) Vol. I. Methodologische inleiding, 1955. 
(ii) Vol. 2. Belangrijkste uitkomsten voor bedrijfstakken en bedrijfsklassen, 1955. 
16.15 Ministerie van Sociale Zaken en Volksgezondheid: Arbeidsmarktbeschrijving 1954, 1955. 
16.16 Centraal Planbureau: Een Verkenning der Economische Toekomstmogelijkheden van Nederland 1950-1970, November 
1955. 
16.17 Centraal Bureau voor de Statistiek: Nationale Jaarrekeningen 1948-1950, 1953. 
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16.18 Central Bureau of Statistics: National Accounts of the Netherlands 1948-1949, 1952. 
16.19 Centraal Bureau voor de Statistiek: Investeringen in vaste activa. Annual. 


NORWAY 


17.1 Statistisk Sentralbyra: Statistiske Meldinger. Monthly. 

17.2 Statistisk SentralbyrA: Aktuell Statistikk. Monthly. 

17.3 Arbeidsdirektoratet: Arbeidsmarkedet. Monthly. 

17.4 Statistisk Sentralbyra: Okonomisk utsyn 1900-1950 (Samfunnsgkonomiske studier, Nr. 3), 1955. 
17.5 Statistisk Sentralbyra: Nasjonalregnskap 1938 og 1948-1953, 1954. , 
17.6  Statistisk Sentralbyra: Okonomisk utsyn over dret 1955, 1956. 

17.7 Statistisk Sentralbyra: Norges Industri, Produksjonsstatistikk 1950, 1952. 

POLAND 

18.1 Trybuna Ludu. Daily. 

18.2 Dziennik Ustaw (Official Gazette). Irregular. 

18.3 Zycie Gospodarcze. Fortnightly. 

18.4 State Planning Commission: Gospodarka Planowa. Monthly. 

18.5 Central Committee of the Polish Workers United Party: Nowe drogi. Monthly. 

18.6 Polish Economic Society: Ekonomista, State scientific publishing house. Quarterly. 

18.7 Monitor Pelski. Irregular. 

18.8 Central Planning Office: Liczby Podstawowe (Basic Figures), 1947. 

18.9 К. Secomski, Inwestycje w Planie 6-letnim (Investment in the Six-year Plan), 1951. 

18.10 J. Pajestka, Planowanie Gospodarki Narodowej (Planning of the National Economy), 1954. 


PORTUGAL 
19.1 Instituto Nacional de Estatistica: Anudrio estatistico. 


RUMANIA 

20.1 Scinteia [formerly ScGnteia]. Daily. 

20.2. Rumanian Legation, Washington: Rumanian News. Weekly. [No longer published.] 

20.3 Institute of Economic Research: Probleme economice. Monthly. 

20.4 Evolutia economiei romdnesti [Quarterly supplement to 20.3]. 

20.5  Buletinul oficial. Irregular. 

20.6  Agerpres Information Bulletin. Итершаг. 

20.7 Information Bulletin of the Chamber of Commerce of the Rumanian People’s Republic. Monthly. [Also appears in French, 
Russian and German.] 


SAAR 
21.1 Statistisches Amt des Saarlandes: Kurzbericht. Frequent, but irregular. 
21.2 + Statistisches Amt des Saarlandes: Saarldndische Bevélkerungs- und Wirtschaftszahlen. Two-monthly. 


SPAIN 
PBI Instituto nacional de Estadistica: Boletin de estadistica. Monthly. 
22.2 Instituto nacional de Estadistica: Anuario estadistico de Ебрайа. 


SWEDEN 

23.1 Affarsvarlden. Weekly. 

23.2 Svenska Handelsbanken: Index. Monthly. 

23.3 +Statistiska Centralbyran: Statistisk Tidskrift. Monthly. 

23.4 Kommerskollegium: Kommersiella Meddelanden. Monthly. 

23.5 Ekonomisk Information och Konjunkturinstitutet: Konjunkturjournalen. Monthly. 
23.6  Kungl. Socialstyrelsen: Sociala Meddelanden. Monthly. 

23.71 x<ungl. Arbetsmarknadsstyrelsen: Arbetsmarknadsstatistik. Monthly. 

23.8  Ekonomisk Tidskrift. Quarterly. 


23.9 Meddelanden fran Socialstyrelsens Utredningsbyrdé. Irregular. 
23.10 Konjunkturinstitutet: Konjunkturlaget vdren 1955 (Serie A: 27 of Meddelanden fran Konjunkturinstitutet), 1955. 


23.11 Konjunkturinstitutet: Konjunkturlaget hdsten 1955 (Serie A: 28 of Meddelanden fran Konjunkturinstitutet), 1955. 
23.12 Central Bureau of Statistics: Statistical Abstract of Sweden 1955, 1955. 

23.13 Kommerskollegium: 1951 Ars Foretagsrdkning (The 1951 Census of production, distribution and services), 1955. 
23.14 В. Meidner: Svensk arbetsmarknad vid full sysselsdattning, Konjunkturinstitutet, 1954. 

23.15 Socialdepartementet: Arbetskraftsbehovet тот offentlig verksamhet, 1955 (SOU 1955: 34). 

23.16. Konjunkturinstitutet: Nationalbokforing 1946-1950 (Serie B: 13 of Meddelanden fran Konjunkturinstitutet), 1951. 
23.17 Kommerskollegium: Industriberdttelse. Annual. 

23.18 Svenska Sparbanksféreningen: Svensk Sparbankstidskrift. Ten times a year. 
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UNITED KINGDOM 


27.1 Board of Trade Journal. Weekly. 

27.2 Central Statistical Office: Monthly Digest of Statistics. 

27.3 Ministry of Labour Gazette. Monthly. 

27.4 The Banker. Monthly. 

27.5 District Bank Review. Quarterly. 

27.6 Midland Bank Review. Quarterly. 

27.1 Journal of the Royal Statistical Society. Series А (General), Quarterly. 


27.8 London and Cambridge Economic Service: London and Cambridge Economic Bulletin [Quarterly supplement to The 
Times Review of Industry]. 


27.9 Treasury: United Kingdom Balance of Payments. Half-yearly, 

27.10 Central Statistical Office: Annual Abstract of Statistics. 

27.11 Central Statistical Office: National Income and Expenditure 1955, August 1955. 

27.12 Treasury: Economic Survey 1955 (Cmd. 9412), March 1955. 

27.13 Board of Trade: Census of Distribution and other Services 1950, Vols. I and II, Retail and Service Trades, 1953 and 1954. 
27.14 М. Kaldor: An Expenditure Tax, Allen & Unwin, 1955. 

YUGOSLAVIA 


28.1 Ekonomska Politika. Weekly. 

28.2 Office fédéral de statistique: Indeks. Mouthly. 

28.3 Statistique générale de l’Etat: Annuaire statistique. 

28.4 Savezni zavod za statistiku i evidenciju: Statisticki Godisnjak FNRJ 1955, July 1955. 

28.5 Ekonomiski Institut FNRJ: Privreda FNRJ и 1952 godini 5 osyrtom na posleratni razvoj, 1953. 


CANADA 
29.1 Dominion Bureau of Statistics: Canadian Statistical Review. Monthly. 
UNITED STATES OF AMERICA 


30.1 Department of Commerce: Foreign Commerce Weekly. 

30.2 Department of Commerce: Survey of Current Business. Monthly. 

30.3. Department of Commerce: Foreign Grants and Credits by the United States Government. Quarterly. 

30.4 Department of Commerce: United States Census of Business 1948, Vol. 1 : Retail Trade—General Statistics, Part 1, 1952. 

30.5 Commission on Organization of the Executive Branch of the Government: Overseas Economic Operations (A report 
to the Congress), June 1955. 


ECONOMIC COMMISSION FOR EUROPE, GENEVA 


31.1 Quarterly Bulletin of Steel Statistics for Europe. 

31.2 Quarterly Bulletin of Coal Statistics for Europe. 

31.3 Quarterly Bulletin of Housing and Building Statistics for Europe. 

31.4 Economic Bulletin for Europe. Three times a year. 

31.5 Economic Survey of Europe since the War, 1953. 

31.6 Annual Statistics of Production, Consumption and Exchanges of Electric Power (EP/88 and EP/88/Add.1), September 
and November 1955. 


UNITED NATIONS, NEW YORK 


32.1 Monthly Bulletin of Statistics. 

32.2 Direction of International Trade (Statistical Papers, Series Т). Monthly. 
32.3 Commodity Trade Statistics (Statistical Papers, Series D). Quarterly. 
32.4 Demographic Yearbook, 1948, 1949. 

32.5 Demographic Yearbook 1954, 1954. 


INTERNATIONAL MONETARY FUND, WASHINGTON 
33.1 International Financial Statistics. Monthly. 
INTERNATIONAL LABOUR ORGANISATION, GENEVA 


34.1 International Labour Review. Monthly. 
34.2 Year Book of Labour Statistics 1955, 1955. 


ORGANIZATION FOR EUROPEAN ECONOMIC CO-OPERATION, PARIS 


35.1 OEEC Statistical Bulletins—General Statistics. Every two months. 
352 OEEC Statistical Bulletins—Foreign Trade: 
(i) Series I—Foreign Trade by Areas. Monthly. 
(ii) Series I[-—Foreign Trade by Commodity Categories and by Areas. Quarterly. 


35.3 National Accounts Studies—Norway, June 1953. 

35.4 National Accounts Studies—Sweden, December 1953. 

35.5 Statistics of National Product and Expenditure 1938, 1947 to 1952, 1954. 

35.6 Industrial Statistics 1900-1955, 1955. 

35.7 Economic Conditions in Austria and Switzerland, November 1955. 

35.8 | Economic Conditions in Belgium, Luxembourg and the Netherlands, November 1955. 

35.9 Economic Conditions in Ireland and Portugal, November 1955. 

MISCELLANEOUS 

36.1 Information Bureau of the Communist and Workers’ Parties, Bucharest: For a Lasting Peace, for a People’s Democracy! 
Weekly. 

36.2 International Co-operative Alliance, London: Cartel. Quarterly. 

36.3 Centre européen d’études de population, Paris: Etudes européennes de population, Institut national d’études démogra- 


ery 


(iii) Series Ш--—Еогаяп Trade of Selected Commodities. Quarterly. 


(iv) Series IV—Foreign Trade by Origin and Destination and by Commodity. Quarterly. 


phiques, 1954. 
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NATIONS 


_ WORLD ECONOMIC REPORT, 1953-54 


Е U.N. Publ. Sales No. 1955.П.С.1 
Е $1.75, 12/6 sterling, Sw. Fr. 7.— 


; „= 


_ ECONOMIC DEVELOPMENTS IN THE MIDDLE EAST, 
1945 TO 1954 


U.N. Publ. Sales No. 1955.П.С.2 
$2.50, 17/6 sterling, Sw. Fr. 10.— 


Zs REVIEW OF ECONOMIC ACTIVITY IN AFRICA, 
ae 1950 TO 1954 


Se U.N. Publ. Sales No. 1955.П.С.3 
$1.50, 11/- sterling, Sw. Fr. 6.— 


SCOPE AND STRUCTURE OF MONEY ECONOMIES 
eo) _ № TROPICAL AFRICA 


a U.N. Publ. Sales No. 1955 .1I.C.4 
ес aA. $0.50, 3/9 sterling, Sw. Fr. 2.— 


pies THE QUEST FOR FREER TRADE 
are U.N. Publ. Sales No. 1955.П.С.5 
$0.40, 3/- sterling, Sw. Fr. 1.50 


р г y Available in separate English, French and Spanish editions 


g These five volumes constitute the United Nations World Economic Report and its supplements issued 
in 1955. This report, which annually attracts wide attention, analyses certain longer-range problems of 
_ international trade and the major changes in domestic economic conditions. The Quest for Freer Trade 
examines in more detail obstacles to trade resulting from national commercial policies and from balance- 
_ of-payments difficulties. The two African studies cover all important factors in the economic development 
_ of the continent and the basic structure and processes of the money economies in tropical territories. The 
_ Middle Eastern study reviews the main economic trends and analyses the economies of seven countries of 


To complete the global economic picture, the regular annual economic surveys of the regional Com- 
_ missions for Asia and the Far East, for Europe and for Latin America are also available. 


SALES AGENTS FOR UNITED NATIONS PUBLICATIONS Py 


ARGENTINA 
Editorial Sudamericana, 
500, BUENOS AIRES. 


AUSTRALIA| 
H. A. Goddard Pty., Ltd., 255a George Street, 


SYDNEY, N.S.W. 
Melbourne University Press, CARLTON N.3, 


Victoria. 


AUSTRIA \ 
Gerold & Co., Ciraben-31, WIEN Г. 


S.A., Calle Alsina 


В. Wiillerstorff, Book Import and Subscrip- ` 


tion Agency, Markus Sittikusstrasse 10, 


SALZBURG. - 


BELGIUM 
Agence et Messageries de la Presse, S.A., 
14-22 rue du Persil, BRUSSELS. 
У. Н. Smith & Son, 71-75 bd Adolphe-Max, 
BRUSSELS. 


BOLIVIA 
Libreria Selecciones, Empresa Editora “Га 
Razon”’, Casilla 972, LA Paz. 


‚ BRAZIL 
Livraria Agir, Rua Mexico 98-B, Caixa Postal 
3291, Rio DE JANEIRO, D.F. 


CAMBODIA 
Papeterie-Librairie nouvelle, 
14 av. Boulloche, PNOM-PENH. 


CANADA ; 
The Ryerson Press, 299 Queen Street West, 
TORONTO, Ontario. 


CEYLON 
The Associated Newspapers of Ceylon, Ltd., 
Lake House, COLOMBO. 


CHILE 
Libreria Ivens, Calle Moneda 822, SANTIAGO. 
Editorial del Pacifico, Ahumada 57, SANTIAGO. 


CHINA } 
The World Book Co., Ltd., 99 Chung King 
Road, 1st Section, TAIPEH, Taiwan. 

‚ Тве Commercial Press, Ltd., 170 Liu Li 
Chang, PEKING. 


COLOMBIA \ $ Mg ty te 
Libreria Nacional, Ltda., 20 de Julio, San 
Juan Jesus, BARRANQUILLA, 
Libreria Buchholz Galeria, Av. Jiménez de 
Quesada 8-40, ВосотА. | 
Libreria América, Sr. Jaime Navarro R., 
49-58 Calle 51, MEDELLIN. 


COSTA RICA 
Trejos Hermanos, Apartado 1313, SAN José. 
‘CUBA 
La Casa Belga, René de Smedt, O’Reilly 455, 
HAVANA. 


CZECHOSLOVAKIA. \ 
Сезкоз1оуепзку Spisovatel, Narodni Trida 9, 
PraGuE I. = 


DENMARK 
_ Messrs. Einar Munksgaard, Ltd., Norregade 6, 
COPENHAGEN. : 


DOMINICAN REPUBLIC 
Libreria Dominicana, Calle Mercedes 49, 
Apartado 656, CiuDAD TRUJILLO. 


ECUADOR 
Libreria Cientifica Bruno Moritz, Casilla 362, 
GUAYAQUIL. | 


EGYPT “ : 
Librairie “Та Renaissance d’Egypte”, 9 
Sharia Adly Pasha, Саво. 


EL SALVADOR. 
Manuel Navas у Cia, “Та Casa ‘del Libro 


Albert Portail, 


Barato”’, 1a Avenida Sur 37, SAN SALVADOR. 
FINLAND 

Akateeminen Kirjakauppa, 2 Keskuskatu, 

HELSINKI. ; 


Orders from countries ИР sales agents have not yet been датой mn be sent to 


Sales Section, Kuropean Office of the. United Nations, 
Palais des Nations, GENEVA, Switzerland 


Printed in ean Feb, 1956-5500 
Reprinted in U.S.A., 3335-Feb.1956-2200 


| GERMANY 


FRANCE 
Editions A. Pedone, 13 rue Soufflot, Paris, V°. 


В. Eisenschmidt, Kaiserstrasse 49, PRANK- 
FURT/MAIN, 

Buchhandlung Elwert & Meurer, 
strasse 101, BERLIN-SCHONEBERG. 
Alexander Horn, Spiegelgasse 9, WIESBADEN. 
W.E. Saarbach, G.m.b.H., Ausland-Zeitungs- 
handel, Gereonstrasse 25-29, COLOGNE 1 (22c). 


GREECE 
Kauffmann Bookshop, 
ATHENS. 


GUATEMALA 
Sociedad Econémica Financiera, Edf. Briz, 
Do. :207, 6a Av. 14-33, Zona 1, GUATEMALA 
City. 


HAITI 
Max Bouchereau, Librairie “* A la Caravelle ”, 
Войе postale 111-B, PoRT-AU-PRINCE. 


HONDURAS 
Libreria Panamericana, Calle de 1a Fuente, 
TEGUCIGALPA. 


HONG KONG 
Swindon Book Co., 25 Nathan Road, Kow- 
LOON. 


ICELAND 
Bokaverzlun Sigfusar Eymundsonnar, Austur- 
streti 18, REYKJAVIK. 


INDIA 
Orient Longmans, CALCUTTA, 
Mapras and New DELHI. 
Oxford Book & Stationery Company, Scindia 
House, New DELHI, and at CALCUTTA. 
P. Varadachary & Co., 8 Linghi Chetty Street, 
Mapras I. 


INDONESIA 
Jajasan Pembangunan, 
DJAKARTA, 


IRAN 
“ Сицу”, 482 ау. Ferdowsi, TEHERAN. 


IRAQ 
Mackenzie's Bookshop, Booksellers and Sta- 
tioners, BAGHDAD. 


ISRAEL 1 
Blumstein’s Bookstores, Ltd., 35 Allenby Road, 
P.O.B. 4154, TEL AVIV. 


ITALY | у 
Libreria Pommussionatig Sansoni, Via Gino 
Capponi 26, FLORENCE. 


JAPAN 
Maruzen Co., Ltd., 6 Tori-Nichome, Nihon- 
bashi, P.O.B. 605, "Toxo Central. 


Haupt- 


28 Stadion Street, 


> 


Bomsay, 


Gunung Sahari 84, 


LEBANON 


Librairie Univerielle, BEIRUT. 


LIBERIA 
Mr. Jacob Momolu Kamara, Gurly and Front 
Streets, MONROVIA. 


LUXEMBOURG 
Librairie J. Schummer, 
LUXEMBOURG. 


MEXICO J 
Editorial Hermes, S.A., 
Mexico, D.F. 


NETHERLANDS Xe 
N. V. Martinus Nijhoff, Lange а 9, 
THE НАСОЕ. 


NEW ZEALAND 


Place Guillaume, 


Ignacio Mariscal 41, 


The United Nations Association of New 


Zealand, С.Р.О. 1011, WELLINGTON, ‹ 


NICARAGUA 
Dr. Ramiro Ramirez V., Agencia de Publi- 
caciones, МАМАСУА; О.М. 


or 


VENEZUELA С У ; 
Libreria del Este, Ау. Miranda 52, Edf. — 
Galipan, CARACAS. ~ ae к 
_ VIETNAM 1 


‘YUGOSLAVIA 


Price: $(U.S.) 2.50; 18/- stg.; Swiss francs 10.50. 
(or equivalent in other currencies) и 


NORWAY 1 f 
Johan Grundt Tanum Foting, Kr. Augustsat, 
Ja, OSLO. 


PAKISTAN | 
Thomas & Thomas, Fort Manes: Frere” ; 
Road, KARACHI. ha 
Publishers United, Ltd., 176 Anarkali, LAHORE. 
The Pakistan Co-operative Book Society, 
150 Govt.,New Market, Azimpura, Dacca, 
East Pakistan ape at CHITTAGONG). 


PANAMA 
José Menéndez, Agencia Internacional de 
Publicaciones, Plaza de Arango, PANAMA. 


PARAGUAY р 
Agencia de Librerias de Salvador Nizza, 
Calle Pte. Franco 39-43, ASUNCION. 


PERU 
Libreria Internacional del Peru, S.A., Casilla 
1417, Lima. 


PHILIPPINES 
Alemar’s Book Store, 
MANILA. 


PORTUGAL 
Livraria офисы 
Тазвом. : 


SINGAPORE j < 
The City Bookstore, Ltd., Winchester House, ; 
us Quay, SINGAPORE. $ 


SPAIN | и. 
Libreria Mundi-Prensa, Lagasca 38, MADRID. = 
Libreria José Bosch, Ronda Universidad iL, 
BARCELONA. 


SWEDEN “ha Oe 
С. Е. Fritze’s Kungl. Hovbokhandel, Freds-_ 
gatan 2, STOCKHOLM 16. ~~ 4 


SWITZERLAND 4 
Librairie Payot, S.A., 1 rue de Booty Lau- =: sy. 
ЗАММЕ; and at BASLE, BERNE, GENEVA, Mon- | i ae 
TREUX, NEUCHATEL, VEVEY, ZURICH, Tia х 
Librairie Hans Raunhardt, ‘Kirchgasse 17, 
ZuRICH 1. 


SYRIA . 
Librairie universelle, Damascus. 
THAILAND з 


Pramuan. Mit, (11. |5, 57,59 Chakrawat | Oa 
Road, Wat Tuk, BANGKOK. , 


TURKEY 
Librairie Hachette, 


749 Rizal Avenue, 


Rua Auréa_ 186-188, 


“ore 


469 Istiklal Caddesi, 
BEYOGLU-ISTANBUL. | . — 4 

UNION OF SOUTH AFRICA 5 
Van Schaik’s Bookstore (Pty.), Р.О. Box 724, = 
PRETORIA. \ 


UNITED KINGDOM i ae 
H.M. Stationery Office, P.O. Box 569, пей uy 
DON $.E.1; and at H.M.S.0. Shops in LONDON, › 
BELFAST, BIRMINGHAM, BRISTOL, 
EDINBURGH and MANCHESTER. 


UNITED STATES OF AMERICA =z 
‚ International Documents Service, Columbia 
gah Press, 2960 Broadway, New Уовк = 
27, N a 


URUGUAY _ a 
Oficina de Representacién de Editoriales, 
Prof. Héctor d’Elia, 18 de Julio 1333, Palacios Wy 
Diaz, MONTEVIDEO. <3 


Librairie Albert Portail, 185-193 rue Catinat, | 
‘SAIGON. 


Drzavno Preduzece, Jugoslovenska Knijiga, 
Terazije 27/11, BELGRADE. | уг. 
_Cankars Endowmen (Cankarjéva Zalozba), 
LIUBLIANA Glovenia). 
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